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NATIONAL AFFAIRS, POLICY 


Shoudu Steel | mes More baterprive Autonomy 
NA? 080RO049?) Regine JING GUANLI 
in Chinese No 4 5 Mar 9) pp 15-48 


[Article by Showde tron and Steel Company. edited by 
Shen Zhiye ()088 1807 1342) “Shoudu Iron and Steel 
Company's Eapenence in Carrying Out Transnational 
(Operations | 


| boat) | Coarse of Development of Shoewde Iron and Stee! 
Odperetions 


(Company » | ransnational 

DTA, bid, bs. mental unite for 
resiructuring the eoonomy Shoudu Iron and Steel ( om. 
pany took | iead to Gamvian out Ge cantunst mee 


wibility system among indusinal enterprises Reform has 
provided an opportunity for the broad masses of worker 
and staff to bring into play ther imitative in budding 


hilhon yuan which ranks first among China's 900 large 
enterprises After |) years of reform and development it 
has become a specially large enterprise group covering | § 
trades and spanning over )) provinces and muniwipal 
tres (autonomous regroms) It owns nine large iron and 
steel! mining. electronics. machinery construction and 
shipping companies 98 plants and factornes. 44 jorntly 
run buermesers. 14 jornt ventures within China. and 
wren overweas enterpriacs and busines offices with 
180.000 workers and staff in total 


There are three major features in the transnational 
operation: of Shoudu Iron and Steel Company 


Foret. from mainly emporting technologecal equipment to 
raped growth im caporting products and technological 


from the state The setting such a corporation 
enabled Shoudy tron and Stee! (Company to enjgoy partial 
autonomy in foreign trade i ¢ to engage in its 


af : 
| 
si 


i 
i 
i 
“itt 


i 
i 


ECONOMIC i 


and capanded its production wale the international 
operations of Shoudu Iron and Siee! ( ompany gradually 
shifted to caporte 19 (ORR Ihe roreign car hange ~_" 
from eaports amounted to $2074 millon in | 
$56.15 muilhon in 1989. $044) millon in \o00. — 
$210 milion in 199) 


Second from caporting general vice! products to tech 
holagy and complete sets of equipment and being con 
tracted to undertake large metallurenal proyects over 
was 


In the early period after Shoudy Iron and Stee! ( ompany 
was given partial import and caporl power, its major 
caports included 15 binds of sem: finished products 
such as fae iron steel products steel ingots cast iron 
proces. and cast iron tubes Cireat changes have taken 
place fh 118 CApOrl product mi with technological 
progress and the implementation of a divenification 
“ Now the soope of caport business has been 

to nearly SO kinds of mayor products. woh as 
steel products chemicals inert gases burlding matenaly 
metal products machinery and clectrical products. 
civilian products agricultural machinery ships and 
complete sets of metallurgical machinery equipment Of 
these caport products the proportion of steel products 
has continuously declined wace 1985 In 1990. the 
proportion of stee! products for caport was $5 percent 
and the proportion of diverwfied products wech as 
machinery clectrical products and chemical products 
increased to 45 percent of which machinery and elec. 
tncal products accounted for about |) percent Now the 
products of the Shoudu Iron and Stee! ( ompany have 
found markets in over 20 countries and regions around 
the world mainly in Awa and especially on South East 
Awan countres 


After |) years of technological transformation. much of 


As the added valuc of caporting primar) products © low 


international proe fluc. 


g@cal machinery equipment by bringing imto play its 
overall wsupenont, in deugn manufacturing avembly 

traning and fine-quality after sales wr. 
vice A 10-408 rod product rolime machine 1.87! toms m 
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Second. to rely on mrentific and tec al progress. 
iques. and 


iMtraduce Hew ey and new 

develop export products added value are the key 
faction for Shoudu tron Meel ¢ yw 
superiority in international competition From 1979 to 
1990. total inputs of funds for transforma. 
tron and construction amounted to 428 billion yuan. 
and it has completed 108 crucial technological transfor. 
Mation prayects Now its mayor equipment is controfied 
by computer and automation of production technology 
has reached advanced world levels In 1991. the propor. 


trade operations and can provide systematic 
services after direct contacts have been 
built between producer and seller As China's ecaport 


product mix has mainly from primary products 
to manufactured 4. the technological content of 
export products has become ever greater In particular 
when the performance of the machinery 


exported are complicated. it would be very difficult to do 
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ions and efforts to open up international 
masters under Heaven and create the 
world’s first” has become the motio of the people at 
Sieel. In the face of an international buyer's 
only when quality. variety. specifications. tech: 
ne of export 

win out in 
imternational competition Since June 1991. when 
Shoudu Iron and Steel Company acquired a BS (British 
Standard) Standard certificate from the United 
Kingdom for its caports of guide tracks for elevator, 
there has been a marked increase in order placed and 
selling prices have subsequently reen by 46 percent To 
the aang Fm of its wire rod exports, 
Steel's No. 2 Wire Rod Plant has tackled over 10 


—) fwd fhe machine 
and foreign hewmen are most sat with the 

Now 75 percent of the products of Shoudu 
ron and Steel Company are up to international stan. 





Today. about two-thirds of overseas markets are monop- 

by overseas transnational companies If she does 
hot organize her own transnational enterprise groups to 
participate in the international division of labor and 
exchanges, China will be in an inferior position in 
international economic and technological competition 
To promote the international operations of China's 
indusinal enterprise groups is a strategic necessity for 
consolidating China's socialist system and raring her 
comprehensive international competitive power The 
strategic goal of Shoudu Iron and Stee! ( ompany is to 
become a large first-rate international enterprise group. 
which will eloquently prove that socialist enterprises can 
create labor productivity higher than that of capitalist 


Company has fixed several concrete strategic goals for 
transnational operations 
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\ High-tech development strategy To raise the interna 
' competitive power of its Products. it i NeCENRary 
for Shoudu tron and Steel Company to possess the 
world’s most advanced technology At present. i has 
started carrying oul a wt of combining production 
with screntific research and 7) screntific research insti 
tutes have been set up in various large companies These 
research institutes are closely integrated with production 
and are engaged in development and research for pro- 
spective new products and new technology 


4 Faports escalation strategy Of steel products 
exported. gradually reduce the percentage of semifin- 
ished of pr products and increase the of 
finished manufactured iron and steel ‘ for 
export products under diversified operations, such as 
chemical products and machinery and electrical prod. 
ucts. gradually increase the percentage of machinery and 
electrical products and complete metallurgical 
machinery equipment sets which are highly technolog. 
wal and high in added valuc 


5 Global and regional development strategy In devel. 
oping markets in developed countnes in Europe and the 
United States and markets in developing countnes in 
Ava Africa and Latin America. the emphasis is being 
lard on markets in developing countries in Asia. Afinca. 
and Latin America. on developing markets in Asia. 


enterpriee group 
to capand ther powers in foreign trade Shoudy Iron and 
Stee! Company 1 one enterprise group that has transna- 
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with corresponding decisionmaking Powers for foreign 
economin relations and trade 


Second, improve the caport permit system Al present 
there is enormous overstocking of steel products and 
Many enterprises are looking for sales in international 
markets However, China's control of permits is both 
rigid and confused 11 is rigid because enterprises cannot 
readjust the amount and scope of issuance according to 
changes in demand at home and abroad. and confused 
because there are too many levels of control and meuance 
is reckless. li is very difficull for some iron and see! 
enterprises to get permits. yet some organizations which 
have nothing to do with the production and operation of 
steel products possess caport permits for steel products 
This make permits securities and helps the growth of 
unhealthy trends The foreign exchange carnings of 
Shoudu Iron and Steel Company should be $400 million 
for 1992. rising to $500 million in 1995. yet the amount 
of caport permits allotted to it cach year is limited This 
makes it catremely difficull for it to carry out an export. 


eaApansion strategy 


Third. industrial enterprise groups should be allowed to 
set up trading enterprises overseas Al present (hina 
divides its overseas enterprises into —* and nontrad. 
ing. which «6 rarely seen in the world ft 16 precisely 
shown how China catends her industry -trading separa. 
tron system overseas productive enterprises can only set 
up production enterprises overseas and arc not granted 
tO set up trading enterprises It 6 not in 
conformity with the development trends of industry. 
trading integration If Toyota Motor had not set up a 
network of over 6.000 sales offices in over 140 countries 
and regions in the world. “where there are roads there 
are Toyota cars” would be an empty phrase To engage in 
transnational operations requires a group of people 
working overseas on a long-term basi However. 
Shoudy Iron and Stee! Company has only a dozen or so 
permanent staff overseas. and cannot set up permanent 
agencies 


business offices in West European coun. 
Austraha where there 1 intensive 
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can ckamine, approve, and send people abroad and 
undertake corresponding responsibilities 


Fifth, enterprise groups should be provided with neces 
sary financial support in transnational operations As 
China now lacks eaport credits and the banking system 
lacks the necessary guarantees for overseas projects. 
enlerprises are in a most unfavorable position in inter 
national competition In the course of its overseas devel. 
opment, Shoudu Iron and Stee! Company appeared to be 
in the most difficult of financial problems. In July 1987 
in the competition for a $14 millon transformation of a 
Brazilan steel plant. as Shoudu tron and Steel ( ompany 
could not acquire a bank guarantee or did not have its 
own financial institution and therefore did not have the 
capacity for a self-guarantee, the project could not but 
fail Shoudu Iron and Steel Company thought of setting 
up a financial company long ago but has never won 
approval Its very difficult for an enterprise to engage in 
international operations without financial support It is 
hoped that the setting up of a special purpose investment 
or financial company within the scope of its business to 
raise funds for international business and projects will be 
approved by the relevant government departments 


Siath restrictions on foreign cachange quotas for impon 
projects ond overseas investment projects should be 
slackened Al present. imported projects or overseas 
investment projects over $1 million must be submitted 
to state planning department for approval, and it is 
always discussed and approved project by project which 
both wastes time and holds things up Shoudu Iron and 
Stee! Company hopes to have larger foreign exchange 
quotas for imported projects and overseas investment 
projects as the projects i imports or invests im are 
usually over several million or over $10 million 


Article Views Ownership Structure Problems 


1A 120613309) Beqing JINGIT YANIJIU in Chinese 
No 2). 20 Feb 92 pp 3-15 


[Article by Guo Zhenying (675) 2182 $391). | a Jian 
(4151 1696), Sonp Nong (1345 1337), and Zhang Ta: 
(1728 3141) of the State Council's Research Office 
edited by Zhan Xiaohong (6124 1420 3163) “OM Sev 
eral Problems Regarding Ownership Structure in Our 
( owntry | 


[Teat) | Carreat Ownership Policies Accord With 
the ( country s ( onditions 

Since the establishment of the PRC our country's own. 
ervhip structure has undergone several readjustment, 
and im these readjustments the mayor changes were 
brought about by the socialist transformation of private 
ownersiip of the means of production and by reform 
and opening up 


In the carly penod after the estubiishment of the PR( 
through the confiscation of forems capital and b cau 
crat caprial. and | years of construction to recover by 
195) the natronal grows value of industna! output had 
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grown to 14.9 billion yuan from the 1949 figure of 14 
bilhon yuan. OF this, Sate-run industry contributed 
14.497 billion yuan of 41.5 percent of the total, collec. 
tive industry contributed 1.148 bilhon yuan, or 33 
percent, individual handicraft industry contributcd 
7.779 billion yuan or 20.6 percent, and private industry 
contnibuted 12.086 billion yuan or 14.6 percent of the 
total The ratio of the gross industrial output value of the 
publicly-owned economy as compared to the nonpud- 
licly owned economy was 45.55. At that ume, however, 
as seen from the number of enterprises and entrepre- 
neurs, private indusiry and the individual handicraft 
industry still occupied absolute superiority In terms of 
the output value of the major industrial sectors, state 
industry had supenonty Further. its proportion in gross 
industrial output value was gradually increasing and it 
thus began to play a quite major role in the national 
economy 


During the First Five-Year Plan. the state placed large 
investment into industry and also engaged in socialist 
transformation of private ownership of the means of 
production Histone basic changes thereby occurred in 
our country’s ownership structure and the power of the 
publicly owned economy and especially of the state-run 
economy saw major strengthening In 1957, national 
industrial gross outpul valuc grew to 70 4 billion yuan 
Of this figure. the proportion contributed by state- and 
collectively owned industry grew respectively to 538 
percent and 19.0 percent. while urban and rural indi- 
vidual operations and other economic forms (mainly 
public-private jornt operations and private operations) 
contnbuted 0 & percent and 26 4 percent respectively In 
the volume of domestic retail sales of commodities. the 
proportions contnbuted by state industry. collective 
industry. public-private joint operations and private 
operations rose from then 1952 respective figures of 
16. 3} percent. 18 2 percent, 0 4 percent and 60.9 percent 
to the 1957 figures of 37.2 percent. 41.3 percent, 16.0 
percent. and 27 percent Construction under the First 
Five-Year Plan and socialist transformation laid down 
our country’s socialist public ownership base. forming a 
national coonomic structure in which in every major 
sector the publicly-owned cconomy was the major cle- 
ment. In the industrial sector, « was also the state 
coonomy that was the major clement. and the state 
economy had large. and medium-size enterprises as its 
main part The large and medium-size enterprises were 
centered in major mdusines of wmportance to the 
national cconomy and the people's livelihood At the 
same time. other economic components also played a 
mayor supplementary role This quite rational ownership 
structure promoted the development of the productive 
forces 


However there continued to carst mm our country 
obvious policy errors and mistakes regarding the 
socialist transformation of the privately owned means of 
production The major m stakes included an insufficient 
understanding of the positive role of urban and rural 
individual endeavors and the private-operations 
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economy, there was an attitude of impatience toward the 
requirements set down for agricultural cooperativization 
and toward carrying out a transformation of individual 
handicraft industry and privately run commerce, the 
work was done haphazardly, the forms adopted were 
insufficiently diverse, and the changes were too swifl 
Particularly in the penod of the “instituting of people's 
communes” and the “Great Leap Forward,” which 
—_ in the middie of the 1950's, and because of the 
nfluence of “leftist” guiding ideology, we sought for the 
communes a “large and collective” nature, divorced 
from national conditions, and there were efforts to 
“make a complete transition,” to “raise the ownership 
system,” and to “cut off the tail of capitalism,” which 
were all divorced from the actual level of the productive 
forces. In addition, the nonpublic ownership economy. 
including individual operators and private operators. 
was almost completely climinated and the collective 
economy was managed in accordance with the practice 
of “integrating government administration with com. 
mune management.” This resulted in our country’s 
ownership structure moving toward a unitary situation 
and brought negative effects to many aspects of the 
national economy 


After the Third Plenary Session of the | ith CPC Central 
Committee, on the basis of summing up historncal expe- 
nences and proceeding from the basic national cond)- 
tions of being in the primary stage of socialism, our 
country made a positive and safe readjustment of poli. 
cies regarding the vanous economic components. and 
gradually formed an ownership structure in which public 
ownership constituted the main part and in which other 
economic components saw appropriate development 


| Comparing in terms of industnal production From 
1980 to 1990, gross industnal output value of the public 
ownership economy rose from $12 896 billion yuan to 
2.158.648 billion yuan. while the output value of other 
economic components grew from 2 53 billion yuan to 
233.786 billion yuan Comparing the proportions that 
the publicly owned economy and other economic com- 
ponents constituted in the overall economy. we see that 
from the respective figures of 99.5 percent and 0.5 
percent in 1980. the figures changed to 96 9 percent and 
3.1 percent in 1985. and then to 90.2 percent and 98 
percent in 1990. the publicly owned economy still main- 
tained overwhelming predominance. but at the same 
time. the proportion of other cconomic components 


obviously rose 


2. Comparison in terms of the circulation sphere. If we 
look at the proportion that the publicly owned sphere 
and other economic components constituted in terms of 
volume of domestic reta:! sales of commodities (not 
including retai! sales by peasants to residents not 
engaged in agriculture). the figures in 1980 were 99 2 
percent and 08 percent respectively By 1990 these 
— 78 6 percent and 2! 4 percent respectively 

shows that there has been a great increase in the 
proportion constituted by other economic components 
Of this. the proportion constituted by the individual 


JPRS AR-9).049 
14 July 1992 


economy rose from 0.7 percent in 1980 to 20.9 percent 
in 1990, breaking down the situation in which state and 
cooperative commerce were the sole operator, and 
thereby enlivening circulation The supply and sales of 
major strategic goods and materials of importance to the 
national economy and the people's livelihood as well as 
the wholesaling of the major means of production and 
means of livelihood were «till coi.trolled or solely man- 
aged by the publicly owned economy, and the public 
ownership economy still maintained a leading position 
in the circulation sphere 


3. Comyarison n terms of industrial funds (assets) In 
1989. the orginal value of industrial fixed assets 
throughout the country was 1.310.180 billhon yuan and 
the percentages of this constituted by the public owner. 
ship economy and by other economic components were 
respectively 97.8 percent and 2.2 percent In the public. 
ownership economy, the assets of whole-people enter. 
prises constituted 77.6 percent of the total and those of 
collective enterprises constituted 20 2 percent The year. 
end surplus of floating funds was 954.73! billion yuan 
divided between the public-ownership econom), and 
other economic components in the proportion of 94 § 
percent and ‘$5 percent respectively A further break. 
down shows that whole-people operations held 6) per. 
cent, collective operations 32 § percent. individual oper. 
siors 1.7 percent and others 38 percent. Of the 
1.459.003 billion yuan that constituted the total funds of 
all industry, whole-people enterprises constituted 70 7 
percent, collective operations constituted 25 § percent 
individual operators constituted | | percent and other 
operators constituted 27 percent As compared with 
1980, there was a major increase in the strength o: al! 
economic components, but the proportion constituted in 
industry by the nonpublic ownership economy remained 
small 


By further analyzing the above-noted situations. we can 
see the structure, trends, and basic characteristics of the 
development of the various economic components in our 
country at the present stage 


First. the strength of the whole-people ownership 
economy. that is the state-owned economy. has been 
greatly increased \ ompared to | 980. the orginal valuc 
of fixed assets, the gross industnal output value 2nd total 
retail sales of c mmodities in 1990 had increased by 
187.93 percenrs. 110.19 percent and 198.53 percent 
respectively At the same time. because of the continual 
nse in the proportions of other economic components. 
there was a decline in the proportion that the state. 
owned economy constituted Its proportion in gross 
industna!l output value declined by 2! 4 percentage 
pomnts. but it retammed an predominance in the vanous 
major industnal sectors 


Second. the collective economy saw continued consol). 
dation and development In this the development of 
township small town and village collective industry was 
particularly swift and the percentage these constituted in 
gross industnal output value saw a continual nse In 
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1990, the gross industrial outpul value of the collective 
ownership economy totalled 85) 27) bilhon yuan This 
represenied an increase of 454.9) percent over 1980. It 
al constituted 15.6 percent of the gross industrial 
output value of all industry, a mee of 12.1 percentage 
points The number of persons engaged as stafl and 
workers in urban collective units grew to 44.99 millon, 
a growth of 46.4 percent. and they constituted 25.54 
percent of the entire body of stall and workers engaged 
in the urban public-ownership economy, a mse of 2.3 
pe entage points In Jiangsu. Zhenang. Shandong. 
Guangdong. and Hebe: the proportion constituted by 
che gross industrial output value of the collective 
economy has caceeded or at least approached that of the 
state-owned cconomy. and thus || 1s playing an increas: 
ingly important role in the National economy 


Third, the individual ec: nomy has seen speedy develop- 
ment in both the urban and rural areas. At the end of 
1990, there was a total of 14.28) millon ondividual 
commercial operators in the urban and rural areas 
throughout the country. involving 20.928 million per- 
sons or an average of about | 5 per operator They had 
funds of 99.74 billion yuan or an average of 2,992 yuan 
per operator Their total gross annual industnal output 
value was 129.03 billion yuan. constituting $39 percent 
of national gross industrial output value Ther com- 
modity retail sales totalled 156 96 billlon yuan. constr 
tuting 189 percent of total national commodity retail 
sales These figures all represented increases over the 
1980 figures 


Seen from the trend of development the individual 
economy, from a very low starting point. saw quite swift 
development dunng the period of the Sith Five-Year 
Plan During the Seventh Five Year Plan. there was still 
development. bul the speed sw a reduction Durng the 
Siath Five-Year Plan. the overall number of individual 
indusinal and commercial operators saw an average 
annual growth of $9 | percent the number of personne! 
engaged in such operations grew annually by 66 9 per- 
cent and the business turnover grew annually by 188 | 
percent During the Seventh Five \ car Plan. the growth 

were respectively 2) percent. |) percent. and 
13.0 percent 


Fourth in the process of devclopment of the individual 
cconomy. there did appear some private operations 
which operated with emplovees However the propor. 
thon of such operations was very emal! and over the last 
two vears. the momentum of devclopment has seen a 
tapering off Privately run enterprises began registering 
their businesses in | 9RE and by the end of 1990. there 


’ 02) muilhon per- 

ee Ae nd ee em Regis 
tered capital was 9 5) tilhon yuan or an average of 

97.000 yuan per business Seen from the economic 
the 


forms 

follows Sole proprctorships numbered $1000 oF $46 
percent of the total partnerships numbered 40.00) oF 
total [figures as published! and limited 


| 2 percent of the 
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lability companies numbered 4,000 of 4 | percent of the 
total. In terms of urban-rural distribution. rural private 
enterprises and the number of personne! engaged in th 
enterprises represe sted 61.6 percent and 66 6 percent of 
the total figures. 


R of whether we look overall or compare by 

ustry the proportion constituted by the private oper: 
ators economy at present is still not very large. and the 
role they play in the national economy is very limited 
However, differences of scale are very marked 
According to a survey of 0 provinces, municipalities. 
and autonomous regions conducted by the State Bureau 
of Idustry and Commerce, in 1990 there were 49) 
private enterprises which had assets in cacess of | 
millon yuan Of these the largest was the Minsheng 
Plastic and Rubber ( poration in Shantou Guang: 
dong. which had a registered capital of 6 million yuan an 
output value of 18 million yuan and export carnings of 
$3 million In addition. 11 1s worthy of note that. as many 
private enterprises are registered under the same of 
“collective ownership.” the proportion of private oper- 
ations 1s actually higher than the statistical data reflect 


Fifth. Chinese-foreign jointly funded and cooperative 
ventures as well as solely foreign-owned operations saw 
speedy development. By the end of June 199!. the 
number of enterprises involving foreign investment 
thr wughout the country totalled 80.025 Of these. 18.034 
were Chinese-foreign jointly funded enterprises. > 673 
were Chinese-foreign cooperative enterprises and 4 318 
were enterprises solely funded by foreign capital The 
registered capital of enterprises involving foreign invest. 
ment reached 159 64 billion yuan. of which the foreign 
businesses had undertaken to provide about $0 percent 
In 1990. the gross industrial output value of enterprises 
involving van funds was 44 895 billion yuan which 
constituted | 88 percent of gross national industrial 
output value Since the beginning of reform and opening 
up. every year there has been great development of 
enterprises involving foreign investment The structure 
has also seen positive changes and the proportion of 
production-orrented, export-oriented and high. 
technology enterprises has seen a gradual increase This 
has played an important role in promoting the import of 
funds and technology and in promoting the dev clopment 
of the cxport-onented economy However seen overall 
the average scale of enterprises involving foreign invest. 
ment 1s not and the proportion they constitute in 
gross output 1s still very small 


Sixth. there has appeared the shareholding system 


the urban and rural arcas throughout 
had §.233 billhon yuan of ther own 
staff and workers totalled 
5 2964 millon. gross output valuc was 5) 9 dillon yuan 

up | 767 bill, yuan mm taxes As 
proportions of national totals the nv mber of enterprises 
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was ’ 5 percent, their funds totalled 0.52 percent, stall 
and workers comprised 0.55 percent, output valuc was 
2 \ percent and taxes paid were 0.96 percent 


Practice is the sole ertienon of truth, Our couniry’s 
prospernty and social stability and overall increases of 
comprehensive national strengths since the beginning of 
reform and opening up, show that the changes in our 
country s ownership structure are positive changes 
which accord with the situation of the productive forc.s 
at the current stage and the basic situation of our 
country These changes have played an obvious role in 
promoting the development of our country’s * cial pro 
ductive forces and planned commodity economy, in 
bringing prosperity to urban markets. in capanding 
eniployment avenues, in bringing convemence to the 
people » lives. in changing the situation of poverty in 
backward regions, ir raring the level of the people's 
lives, in increasing financial income and in bringing 
Stability to society and the economy This proves that the 
principle and policy of the party center of “upholding 
public ownership as the main clement while allowing and 
encouraging the appropnate development of other eco- 
nomic components” 1s completely correct and we should 
unwaveringly maintain the continuity and stability of 
this policy 


Il. Analysis of Problems Which Have Appeared in Our 
Advance 


At the same time as fully affirming the positive role of 
the changes which which have occurred in our country’s 
ownership structure. we cannot ignore the various prob- 
lems which cxrst or have been revealed in the develop- 
ment of the various economic components Some of 
these require a great degree of attention 


| Over the last few years. the state-owned economy has 
lacked vigor. performance has declined. there has been a 
rapid decline in the proportion state operations consti- 
tute m the national economy and they have lacked 
growth reserves. During the Seventh Five-Year Plan. the 
assets of state-run industnal enterprises within the 
budget (the orginal value of the fixed assets of the 
enterprise and its floating funds) seems. from the 
accounts. to have grown very swiftly By the end of 1990. 
they had reached |.091 56 billion yuan, an increase of 
784 33 bilhon yuan over the figure in 1985. or an average 
annual increase of 12.9 percent. However, when we 
analyze these figures specifically. the situation does not 
allow optimism In 1990. the profit and tax rate on funds 
im State enterprises was 10.3 percent, 8&4 percentage 
ports below the figure of 18.7 percent seen in 1985 The 
profit rate on funds was 33 percent. a decline of 77 
percent from the 1985 figure Of thes, the profit and tax 
rate on funds in enterprises engaged in industnal pro- 
duction was |) 9 percent. while the profit rate on funds 
was only 27 percent. These figures were 13.5 percent 
and | 1.2 percent down respectively on the 1985 figures 
This affected the competitive position of the state-owned 
economy in the industnal production sphere and 
brought about changes in the proportion of the sphere it 
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occupied in 1990. the national gross industrial output 
value was 2.1924 billhon yuan, an merease of 7.76 
percent over the previous year The speed of growth was 
not siow, bul seen from the the structural component 
angle, state-run industry only grew 2 96 percent (of this. 
thy Jate-run industry within the budge, only grew by | 5 
percent), collective industry grew 9 02 percent (in this 
township and small town industry grew |2.5 percent). 
individual operations and privatc!y run industry grew 
21.11 percent and the three types of enterprises which 
are partly or wholly fore.en-funded grew 49 34 percent 
It should be said that the differences in speed of growth 
8 @ Major reason jor the cacessively swift decline in the 
proportion whic!) whole-people ownership industry con. 
Stitutcu im overall industrial gross output value The 
Pp. oportion which whole-people ownership industry con- 
stituted in total industrial gross output value has fallen 
from 76.0 vercent in 1980, to 64.9 percent in 1985 and to 
$4.6 percent in 1990 Over these 10 years there has thus 
been a decline of 21.4 percentage points 


it should be recognized that following the change in 
industnal investment subjects from a unitary publicly 
owned economy to diverse economic components, and 
the implementation of diverse channels and diverse 
forms of investment. there has inevitably been a corre 
sponding decline in the proportion which the state- 
owned operations constitute in overall industry This 1s 
normal However. in another respect. something to 
which we must give full attention 1s that over the last few 
years, the cacessively swift decline in the proportion 
which the state-owned economy contnbutes to industnal 
production has not mainly been the result of a decline in 
the proportion of its investment In the 10 years from 
1981 to 1990, the amount of investment in the fixed 
assets of whole-people ownership industry rose from 
38.043 billon yuan to 180. 988 billon yuan. an average 
annual increase of 18 92 percent: Meanwhile. the invest- 
ment in fixed assets of urban and rural collective own- 
ership industry rose from 4.997 billion yuan to 31.367 
billion yuan, an average annual growth of 22 64 percent 
Of thes. fixed assets investment in urban collective 
industry mecreased from 2.545 bilhon yuan to 12.269 
billion yuan, an average annual increase of 19 | percent. 
while fixed assets investment in rural collective industry 
rose from 2 542 billion yuan to 19.098 bilhon yuan, and 
average annual increase of 25 62 percent The difference 
between the annual growth in fixed assets investment 
between urban and rural industry was 3.72 percentage 
points. However. over the same penod. the gross output 
value of whole-people ownership industry grew by & 3 
percent annually, while the gross output value of collec- 
tively owned industry grew by an average annual 19 8 
percent The difference between these two figures was 
11 5 percentage points This shows that the excessively 
swift drop in the proportion of the state-owned economy 
mn terms of gross industnal output value was mainly duc 
to to a decline in assets performance If powerful mea- 
sures are not adopted to reverse this trend, there is a 
danger that the strength of the state-owned economy 


might be crippled 
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Apart from the problems brought by the decline in assets 
performance, another aspect that should be given great 
attention is the problem whereby because of a weakening 
of management over state assets, at present there exist to 
differing degrees in quite a number of state-run enter: 
prises the phenomenon of assets loss. a detenoration of 
the financial structure and an increase in the debt ratio 
Some enterprises have already reached the stage where 
assets do not meet habilities and they have become 
“empty shells.” 


The reasons for this are 1) Operations are poor and there 
are great losses incurred. 2) Hidden losses. That is, 
capenditure is not fully distributed and not fully entered 
into costs. Thus, even when losses are registered. there is 
excess distribution of false profit increases. According to 
a survey of 10,580 state industnal enterprises conducted 
by the Industrial and Commercial Bank of China. by 
June 1990 hidden losses had occurred in 6,625 enter. 
prises o: 63 percent of the total. This was | 96 times the 
number who had losses registered on their books The 
hidden deficits and losses totalled 10.83 billion yuan. 
equivalent to 1.72 times the losses registered on the 
books 3) Management is chaotic and the accounts do 
not reflect the actual situation. 4) There is arbitrary 
handling of assets and private distmbution of the income 
so denved According to an investigation conducted by 
the Liaoning Provincial Assets Management Bureau of 
seven enterprises in Gaiman County which had been 
“shut down,” the orginal value and the net value of the 
fixed assets were respectively 40 percent and 41 percent 
lower than prior to the shutting down Some assets were 
even being used by individual operators $) Concealed 
assets, the carnings from which are privately divided If 
we do not take firm measurcs to basically resolve these 
problems and we allow them to develop. the state-owned 
economy will be in danger of being hollowed out inter- 
nally 


2. In the process by which state units are running 
collective enterprises, there cxists some phenomena 
whereby the nghts and interests of state assets are being 
harmed. According to a survey conducted by the Shan- 
dong Provincial Assets Management Bureau. of the 
collective enterprises run by 760 whole-people units in 
12 prefectures and cities. $4 percent of the collective 
enterprises were using state assets worth 60.67 milhon 
yuan. without paying any compensation Some state 
enterprises transferred their profitable products to the 
collective enterprises, resulting in the profits of the state 
enterprises being lost 


3. Al present in the collective economy, there exist many 
operations which are claimed to be collective but which 
are actually private This is very disadvantageous to 
consolidating the collective economy, to guarantecing 
financial and tax income. to strengthening industrial and 
commercial management and to guiding the devclop- 
ment of the individual and private-operation economy 
According to a survey by the State Bureau of Industry 
and Commerce, a great number of private-operation 
enterprises exist and develop by registering as collective 
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enterprises under the names of “joimt-operator enter: 
prises” “cooperative enterprises,” “shareholding enter. 
prises” and “people-run enterprises” Some have even 
obtained the encouragement and support of local gov- 
ernments According to incomplete statistics for Sichuan 
Province, in 1990. there were 16 times as many private 
enterprises being run as “false collective” enterprises as 
there were in 1989 Cruangdong Province has noted that 
of the close to 2.000 private enterprises throughout the 
province engaged in processing and assembly operations, 
about 60 percent are registered using the name of collec: 
tive enterprise 


The reasons for the private enterprises becoming “false 
collective” enterprises inciude |) With the “collective” 
name. they can enjoy reduced taxes can easily obtain 
credit and enjoy low-interest preferential treatment The 
supply of some raw materials 1s guaranteed and it 1s easy 
for them to expand their sites and they enjoy other 
preferential policies whic ‘he state catends in support of 
the collective econor » they gain real benefits 
2) They can break! . gh the) aitations which the state 
imposes on the prr economy, and capand the range 
of operations 43) 1) 4 the name of collective 
enterprise. they seck poutical guarantees and seek to 
raise their credit rating This faciirtates the signing of 
contracts and the use of bills. and assists in the sale of 
products 4) Township and small-town governments and 
collective enterprises through accepting “linkage” with 
private enterprises can obtain a certann amoun, of man- 
agement fees and can train some people ihey can also 
increase the output value and volume of collective 
operations and these arc manifested as achic -ements $) 
Some local governments have inappropriately stressed 
the guiding of private enterprises towards the collective 
economy 


4 There exist some abnormal factors in the excessively 
swift development of the nonpublic ownership economy 
Al present, seen overall, the proportion which the var- 
10us NoNpublic Ownership economic elements constitute 
mm our national economy 1s not great. and the proportion 
which their output value and funds constitute in the total 
is under 10 percent However the speed of development 
of the nonpublic ownership cconomy is very fast. The 
reasons for this include the supenority of the opera- 
tional mechanisms and operational modes. as well as 
their benefits in terms of competitive conditions At the 
same time, it must also be recognized that for long time, 
the proportion of the nonpublic ownership economy in 
our country has been very low. and «t has had a small 
base. and as the development of the nonpublic owner- 
ship economy has mainly been in tertiary industry and 
processing industry. the cxrsting marke! gap was very 
large and competition was not very intense This pro- 
vided the individual and private economy with quite a 
great scope for its activities and space for their develop- 
ment. Thus. after the readjustment of policy. they were 
able. with more flexible operational modes than the 
publicly owned economy and particularly more so than 
was the state-owned cconom). to fill the market gaps 
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They even squeesed out some of the publily owned 
operations i the market As. im the carly Sage of 
development competition was Hol very strong ind 
vidual and privale coon) Operations were within a 
short time. able to obtain quite high profite Thee then 
apurted them to accumulation and ewilter devel 
opment I also be said thal theese were normal 
factors which for a short time meant that the nonpubli 
ownership economy was able to develop more willl 
than the publicly owned eoonomy This was aloo in 
accord with the policy onentiation adopted by our 
country 


However we must fot ignore the fact that apart from 
these formal factor. there were alee some obviously 
abnormal factor The major of these were 


Piret. tas avordance and tas evasion This was a major 
feason the nonpubln ownership economy was able to 
obtain huge profile and wae apeedy accumulation Chur 


three types of enterprises are part 
foreign-owned In nominal terme the tas burden 
is fot hight However according to an investigation by 
tas deparimenis, over 9 percent of individual and 


60 percent of these enterprises are the three 


economy operations involves the departments con. 
cerned with industry and commerce. labor tasation 


health metrology. environmental prviection. 


a 
tH 
: 


iff 


vate cconomy. but they 
complete |) There sa lack of of clear policy 
somes a8 to what 1 prohibiied. what 1 resincted. 
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what 1s allowed and what is encouraged. 2) There is a 
lack of clear polis a8 to sanctions and a lack of 
hevessary sam tian Measures by which to deal with illegal 
operations 4) There is a lack of macroeconomic gui 
ame and pay qeneanes to direct the healthy develop: 
ment of the individual and private eoonomy operations 
Thus. this has given fee to weak eoonomn management 
of the individual and private operations economy in 
actual economn life. and there is ineflective guidance 
and subsequently blind development 


Hifth. some local governments have arbitrarily eapanded 
preferential ves The governments of many localities 
and especially those in some coastal regions. in order to 
atiract foreign funds and increase their own achieve 
ments. have without authority eapanded preferential 
scree beyond the scope set down by state policies 
thus hope to attract foreign business participation 
These actions harm the gravity of state policies and give 
foreign business the impression that our country’s pol: 


in Feapect of the three types of partly of wholly en 
owned enterprises are too generous, Many state-owned 
and collective units have actively ' deesign-capinal 
“partners and ‘false foreign devils” have proliferated 
Thus. there has been a rapid increase in the number of 
registrations of foreign-funded enterprises However. the 
number of these actually using foreign funds is not great 

_ because the policies are too generous. and supers). 
. Quite a number of enterprises invested 
. when nearing the end 
either engage in “vero profits” and 
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5 The ietability and lack of tranaparency of policies 
allects the healthy development of the fonpubla own 


erp economy and em the appre 
priate —— Ss the ——- + ownership 
coonomy 14 long-term policy determined by the level of 


ihe oxtal productive forces at the present stage How 
ever Ht should be recognized that there still exits dil 
ferent veews 16 terme of undertanding the nature and 
roles of the individual economy and the private 
operation econemy. and on the propaganda level there 
still caret some Biases which + y sires then 
nopalive qa py and private oo = 
are widely come i" ' 

do fet make long-term — yt and 
eovcrmmeat leader also have concerns about the ques 
thon of onentation” and they mappropriately restrict of 
“punde individual and private operations to make the 
transition to “oollective™ sons. This 6 one of the 
reasons for the flood of all sorts of “false collective” 
operations and i alo a reason for the 

short term activities of individual and private economy 
operations Many individual industnal and commercial 
operators and private entrepreneurs have a speculative 
mentality where they “make money where they can” and 
where if they can make enough money 
have to worry about changes in policy” If 
opportunity they make use of 1 and if they have money 
they put t inte a bank 


which have cocurted in registrations of individual oper. 
atrons and private enterprises in recent years cannot be 
ward to be unrelated to this mentality In another respect, 


marked differences as to what allowed and what 
encouraged This ms very disadvantageous to the 
individual and private operations coonomy toward : 
imate operations and in encouraging them to bring into 
play ther postive role to aseret the natronal economy 
and the people's livelthood 


Hl. Degree of © of Various } conomic 
Components Lice ta Test Mochanious 


In the development of the nonpublic ownership 


enterpnee operational mechaniem. the state-owned 
economy has some obvious clements 
and thes affects the bringing into play of the supenonties 
of the state-owned economy 


| OM the disadvantageous clements of the competitive 
conditions of the state-owned coonomy. the major 1s that 
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the actual debi burden of the large and medium state 
enterprines i heavier than those of other eoonormn 


Componente 


1) A comparison of the tan burden The difleren 
tials 1h tan burden are in moome tas nominal 
moome tas fates et down in the regulations are 55 
percent for large and medium-sized enterprives, 35 
percent for private enterprives and |) percent for enter. 
prises funded partly of wholly by foreign funds For 
wall wale slate enterpriees and collective —e 
there 18 an cighi-level progressive tas fate for 
individual industrial and commen ial operators there 1a 
1Otevel ve laa fate in which the highest fate is 
84 percent Hl we eactude the individual economy the tas 
tate of the large and medium ware enterprives is clearly 
higher that that of other types of enterprises For various 
feasons there i quite a differential between nom. 
inal tas rates and actual tas rates According to data 


large and medium indusinal production 


foreign funds and township and emall town collective 
enterprises. from the year enterprises start making 
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wait levies and culture arte and aports assmtane pay 
ments all have sale enterprines as thew targets 
According to a survey of 1S Sangha: cnterprines by the 
Ministry of Finance 1 1989 there were 4 types of euch 
and in that year the enterpries handed over 

? million yuan, nearly 20 wmes the figure of 
518.000 yuan pard in 1985 
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eROTP Ties thereclyes and they follow the market They 
can buy atid well high Added to thee vs the fact that 
they have HONPrA tive Peronne! and the fon 
Productive ¢ ture alo low Thue thee burden ia 
Much hehter for woh eaterpries 


2 The many disadvantageous factor if the Competitive 
condiiens of sale enterpriees are produced by the 
enlETpTive Management system and the operatronal 
Mechaniem This is mainly manifested in tee aapecte 


The fivei is thal the current assets and financial 
a counTING of slate enlerprives ate Hot fatronal 
and they sll have fot thoroughly thrown off the old 
made! of unified sate control of al! profits and loos 
and of all income and capenditure 


) Baterpriees financial income and capendiurc are 


is feadjusted in accordance with the 
When there © felasation on one ake 
8 @htening on the other I there are tne profits 
takes a large amount. if there are low profits 4 
amount and if there ate fo profits it takes 
and instead provides sulidies oF past eaters iin 
This produces a mechannem by which the 
from to feed the thin and the fast on 6 the 
whipped Thi results in state enterprises 
whether ther operations are goad or bad 
difficulty in forming neceman self accumulation 
Munts enterprises enthusaym for increasing 
and quite a number of enterprises eith potential 
wortred that if they make more profite the 
be handed up will be raed Thus they are 

efforts into imcreawing profite At the 

reduces the pressure on low making 
to turn their operation: around Thee sort of 

fot cunt in other enterpriees 


capenditure for vafll and worker 
entered into costs Rather ot must be 
accordance with a fixed ratto If we tabe 
Province as an crample the total amount of 
worker of state enterprises eithin the 
the prowince in 1990 was 15 4 billion 
$7) bilhon of 2119 percent of the total 
afl and worker ear pot entered onto costs 
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“two funds on them Actually this i levying 
ate aveets This situation does not exit for 


ih MoMA! lan fates Mather i ie the enterpriaes 
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1) can thus be seen thal the problem of the 
horhe by state eHlerpring 18 fot entirely 
The second is that the curren 
vale eALErprines 18 hot fat 


diflerences 


feeult of the umplementation of different finan val 


acting syeterns 
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BUR igties f 
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Aierprines 


completely freed themeelve. from the povet 


administrative appendages 
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1) The interest pad of apecif credit obtained for faed 
asects in enterpriaes i fot allowed to be entered ite 
eae, OOD Sam Oem At the 
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strengthened direct control by he adiminietrative depart 
ments ower the state enterpriaes The situation on the 
one hand has resulted in coterpriees being unable to free 
themeclves from adminiatiative imtervention and 
adminieifative protection truly onent (hemaecives to the 
market decide of then own operations take feapone 
bility for thee own profits and lowes and compete with 
other ecomemn componcats On the other hand it has 
meant that lack Mevewnary aeects feetri trons 
and it vs thus ull to fewelve the problem of to whom 


moore distribution i danted towards individuals Pry 


owned ecoonomy As far as the affecting the 


development of the state-owned coonomy are concerned. 
the mayor contradictions le not in the caternal env ron. 
ment but 1 oon the ifrationality of the internal opera. 
tronal mechanieme 
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Proportions of Ihe various eoonemn Componente but 
instead advacating af attitude of positive caploration 
will be beneficial to stabilizing people » hearts and yet 
will sill be quite an active policy Seen from the the 
present situation and the needs of future development if 
we afe to have the various cconomn Components if the 
hational econe) Move towards an appropriate fatio 
we feed 10 pay atiention to resolving the following 
weveral questions 


| The question of the relatronship between scope and 
proportion The proportions of the various economn 
components in the national economy «© formed and 
controlled maialy through the limitations and regulation 
imposed by the own development wope The 
because between all industries and al! products in the 
national economy there objectively cart certan rela 
' ips These relationships are mutually compensa 
and are alo proportional The cacesive develop: 

any indusiry will be sulwect to the restrictions of 
volume Thus by clearly setting down the scope 
development of the various economn components 
poepenes which they occupy will also be limited 
ithin the fined scope the fnonpubla ownership 
will not be able to occupy a very large propor. 
will not be able to threaten the leading postion 
¥ owned coonomy Of course, because of 

in the natural and historical conditions 
of production development in vanous 
the development of the nonpublax ownership 
itably produce an imbalance and quite 
in the ownership structures of various 
4 quite long-term viewpoint and 
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be decided 
2 The question of the proportion mecemarn to maintain 
the prime powtion of the publicly owned economy (in 
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Momenivm (theres the Ppublnly owned econo) 
will fol te im the pome postion and will not be 
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areels volume profit volume tae volute and wholesale 
volume ate lacking §) ( laseifiation of industries ie 
done quite fougily Thee statietinal situation 1 disadvan 


| We must centered on strengthening large and medium 
Male enterpriees CoOntinuE to deepen feform if various 
See aan ee aa 
im tease ite strength At | the most important 
, BFA, - Sa Law which has 
the 20 polnves for enti 
ap oe wet down in 
September last by the Central Work ( onference 
sal camel Game Go wach team: on channian end 
perfecting the enterprive operatronal mec haniwm to have 
enterprives become Commodi) producer and operators 
which decide of the own operations lake frespone 
bility for thew own profits and losses and have will 
development and will restraint capacities 


1) We must implement enterprise operatronal mecha 
niems and gradually improve the conditions for compe: 
titton by state enterprises The current assets manage 
ment and financial accounting systems for state 
enterprises are fot suited to the needs of engaging in 
equal competition with other econome components of 
to continually accumulating Mate owned capital They 
must be reformed as quickly as powrbic 


the pervod of the Eighth Five Year Plan we mus 

th whole soceety carry out a planned reap 

of the assets and funds of enterprises verify the 

value of state assets used by operatronal units and reform 
the accounting and carnings disinbution systems of state 
€ Must use avects habilitees and profit or 
lows to replace the carsting funds balance sheet oct down 
the basx targets and tasks of enterprise operator in 
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1 We must further comoldate and develop the town 
ship and emall town collective coomomy and fully bring 
inte play the role of the collective economy in capanding 
eMploy MEN! OpPPOrtUnICS im reasing finan ial income 
Promoting the development of production in poor and 
hacbward areas and consolidating the regime al the basn 
levels |) We must continue to support the development 
of the collective economy at and abowe the —— level 
and provide preferential treatment in the areas of credit 
and tasation help the collective economy to resolve all 
wrts of problems and do as much as posible to help 
them resolve probleme in terme of rae matenal and 
energy Wo imerease the cohesion of the collective 
economy 2) More Meritt: labor employment systems 
and disinibution systems should br umplemented in the 
collective economy The practice whereby the reapon 
wible departments manage collective enterpriees should 
be changed and thow collective enterpriaes with the 
conditiom should be allowed to adopt the company 
system =|) Foreign trade autonomy should be given to 
some collective enterprises which have the capacity to 
earn form@n cachangr through caports and ther devel 
opment as caper onented coomomn unite hould be 


encouraged 


1) When we talk about the scope ower which the devel 
opment of the publicly owned ecomomy economy i to be 


trom. ratiroads civil aviation finance mmeurance aero 


' 
; 
: 
; 


mean of production and means of hiwelrhood 


2) When we speak of the wope over which the develop 
ment of the nonpubla cconom, to be 


ownership 
resincted it refers to indusines and products of which oF 
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homoge) Thue the state can stipulate limiting cond: 
tote By ch (henge a8 premducs tases tochnwel stan 
dards quality tandards pring supply and sales ave 
fuet opefatonel male operatrenal Methods aad we on 
iW ele 1 cah Mipulate ceortaih Modes such a8 equity 
Parthipalion accepung onder for parts and compo 
ents affanging paordin. od service ihe re 
preewing techoolagies and contracted sales This 
Mainly iludes the prodwete of the daily) wee chemual 
industry and the light and testilc ondustres chemual 
fertile. agriultural hemecals general mineral catra 
thon metrolagnal tack coneomer ehatrical products 
vehectes pres ison mas hone teed ohagre ae well as the 
wholesaling of sore mean ah tron and moans of 
liveliioand (he towriem® ian afd water and land 
tranapeert In thes opheres ehere the fonpubln coener 
ship coofmemhy © fot perftted to enter and the tate 
feed fot hokd a Monopely) ec chowld encourage the 
great devetopment of the Coble tin: eooferty 


1) When we tall about (he ope ower ehh the devel 
opment of the sonpubln cwnenrhip coomeme to be 
efoouraged of refer to mdustnes and prado where 
the foNpubln ceReRhep coomom, can independently 
Part pate oo production and operatrons and the publu 
ceeerhip coofem, seed fet contrel of mamta an 
ateolutc majority The mcludes general procesung 
imduetny and retard commerce the wholesaling of emall 
commadtivs the wh of general mean of prod tion 
afd means of livchhond and short -dietanoe trangett In 
thee aphere the tate should fot give special encour 
aertnent aed show kd fot feetrt any coomomen COmpn 
nent Rather « showkd emplement a policy of equal 
coOmmpetitan where the sapere succeed and the inferor 
ate @ceded out 


4) When er epeat of the scope ower @hich the develop 
ment of the sonpublx cence ofp economy 1 to be 
ehoouraged it refers to industne: 29d products in which 
the nonpublic ownenhip coonom, can mdependently 
engage 1 pradduction and operations and which the sate 
nerds to de chop The includes research and develop 
ment of high techootogy praducts traditional technotog 
al procewing proceseing of omported matenal for 
export and terhary industry which brings convenence 
to the eapte In these wheres the state should adopt a 
poly of encouraging afl coonome components ft 
should choowrage thow who achreve development to 
mothe all pawtiwe factor to the greatest powsbic 
degree 


5) We must contrnuc to guarantee the legitimate opera 
thom and legitimate nghts and onterests of individual 
indusinal and commercial operatroms and gurdc them to 
appropriately develop eithin the scope stupulated by the 
state and bong into play ther beneficial supplementarn 
role on feepect of the natronal coonomy and the people + 
livelthood The legrmate operatrons of individual and 
Private coonom, operatrom should be protected and 
em ouraged and the arbitrary blew ving of charges and fines 
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should be restrnied We must suppress unlneneed uper 
ations By individual induetnal and commensal opera 
tone afd Must al the safe trie simplify registration 
procedures and imfroas the trafaparem) of the opera 
trons of individual induethial and commen sal operations 
and privat enterpriacs The needs of individual indus 
inal and commensal operations and private enterpriees 
m terme of venues. water and elecineity should be 
tows ved as far at posible to prevent bhiad development 


6) We must earnestly strengthen necessary adminietira 
tive Management over the various economhin compo 
fents The government departments should (hange ther 
functions ofent towards the swarety do well on admin 
isifative Management and poln) management of indus 
inves, and superviw and guide the vanous cconomn 
components to operate legitimate!) and to develop 
healthily eithin they own oper In joordimatoon with 
the reform of government organs ee must cut back some 
of ihe enterpriwe managing department: and strengthen 
the tanation iadusinal and Commercial administration 
efvironmental protection techawal supervision 
auditi:, health and epidemn prevention and pricing 
depaniments We must control and eirike at the various 
types of pMproper COMPEtItion activities and guarantee 
formal coonomn onder 


7) We must further do well in the work of clearing up 
‘fale collective’ operations We must sop individual 
indusinal and commercial operatrons and private enter 
prises from weing Hames such as ‘cooperative 
‘haked.~ “contract. and “leased if order to enpoy the 
various preferential policies fy @hich the state supports 
collective industry and stop them producing of dealing 
in products which the state forheds nonpubln ownership 
operatrom from producing of dealing in However we 
must treat diflerentlh partnership cnterpriees which 
involve collective participatron (for crample through 
land factones of equipment) 


8) In conjunction with the roappransal of avects and funds 
of Mate enterprives and property nights regrstratron we 
must sirengthen management of state avets and correct 
activitees where there « uncompenwicd uw of sate 
awerts of cacroachment upon then mehts and interests 
When state enterprees fun collective enterprises they 
should observe the principle of compensation at equal 
valuc and separate!) account for costs and carnings The 
profitable products and profitable work whom should not 
be given over to the collective operations We should not 
allow the wee of Mate enterprises retained profits to meue 
‘collective shares in the enterprise oof to transfer ond). 
vidual shares to staff and worker erthout compenw 
on OM the baw of mmwestigative fescarch @e must 
formulate poles etich om the collective ccoonomy 
define the ownership nghts over the awet. which results 
from investments from vanows sources That efech nm 
owned by the state showld be managed a 4 Mate share 
while that etech « owned ty the collective of 
individuals should be awugned clear property nghts and 
be protected on accordance with law 
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4 We must grasp the formulation of poli ies which will 
guide investment into the fnonpubl ownership 
Ono) ehoOUrag® Private entrepreneurs amd ind: 
vidual industnial and commen ial operations on the haan 


should as ewiltly as formulate and promulgate a 
lating of industries and commadiies whith the non 
publi: economy © prohibited from sulyect to 
resin ton in to participate 1 of encouraged to 
participate in They should also formulate and promul 
Se aa ane ae 


to ecoromen components In some of the 
spheres in which the development of the nonpubly 
owhenhip coomorny 
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system and the appli ation of its Pole) Primuples th 
formation was the imevitatle foeult of the om roaning 
polxy fature of planning theory and the in reanne 
Planning fature of poli y theory 


The practice on Western countries of weing gurdan: 


Planning for monayne the econo nH with the 
eoonomn fevivalot Lurope subsequent 1 Wend War ll 
However t to the 1970's, 4 was basally forecast 


Planning Folk wing the intensifying of the coonom 
contraditiets of capitalem beginning im the 1970's 
Western guidance planning further developed into cate: 
vention planning ehich involved the wee of ecomomy 
policy measures This meant thal the coonome polis 
system became an indivisible Component pan of guid 
ance planning Following the developmen: of gurdan 
planning theory the postion of coonomn poles 1 
Planning became increasingly prominent Planning 
theory was increasingly subject to policies and io thy 
which is the new chatacteritn of modern purdanc 


planning 


The trend of coonomn poles towards becoming 
and systematic 1 alo a theoretical source on the 

on of a guidance planning cconomn polw) 
system Fconomn policy studies are the pre lect of 
Mader capitalist states intervening in the ecomomy, and 
have as the target of ther research enabling the govern 
ment to ensure thal the coonem, develom m the 
optimum direction After ccomemn poliny studies 
hecame independent not only ded they studs indi dual 
specific coonemen polos but they pard increasing 
attention to the comprehensive combination of poli is 
and sirewed a coordinated conssten: ) between vancur 
policy goals between the goals and policy tool and 
between the various policy tools This trend of Compr: 
henwve systematization has meant that coonomn pol: 
cres have developed in the direction of planning and tha: 
the organically constituted coonomn poli. system 


was the result of guidance planning theory) steel! and «as 
also nurtured through the development of poli) studies 
it «the comPuned product of these two trends The « 
how many cconomrsts define guidance planning from a 
policy studies viewport and the poli) nature plan 

| whech has entered and become popular in ow: 
country 1 actually the name which poli) studies grees | 


most penetrating ugnificance of the oc onormn 
policy system bres on the fact that after entering guidance 
Planning | praduces a combination of planning and the 
martet something efich ccomomrets have long sought 
for and over @tech they have moewsantl dehated and 
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lathes of the function of lubreant and conductor 
between the planning Mechaniwm and the market mech 
aniem 


The Cconofin policy system within guidame planning 
hasan obvious planned nature The economn poli ies on 
guidance planning appear in the form of plans = Thy 
econo policy system ia a Major conduction mecha 
nam whch omplements the intent of the plans and 
ihrough the space comstituted by the market influences 
ithe enterprises Thus tt is ewentially different from 
nonplanned econemn polos Subordination to plan 
ning goals and having planning coordinate polw ies is an 
important characterwtn of the policy system within 
guidance planning The characteristn determines the 
dependence and utilitanan nature of policy in fespect of 
planning Clmly if coonomn policies serve an effectively 
immemented planning intent will they be able in a 
lareeted way to ehminate negative clement. in the 
Market mMechaniwm 


The cconenrmen policy system in guidance planning also 
has af of vrows market-cconomy nature Economy 
poln) has three major clements—policy goals policy 
wihyects and polcy measures The major of these 1s 
coonomme: poloy measures. while the bass of the poli» 
measures om the policy tools All coonomn policy mea 
wwres are oon the end. the operation and application of 
poly tools The ongmal forms of policy tools are the 
varnows coonome categones inate in the commodity 
economy such as wages. value cachange rates interes 
rates money flow and w on When these cconomn 


| 
a 
5 
: 


As the majority of the policy tools are commodity 
economy) categornes. ther mnate nature 1s that of mutual 
intcrests relatronshigs between people When the govern 
men! uses these policy took to engage in macroeconomn 
control and regulation itm done by gurding and leading 
the interests motivations and relations of individuals 
and econome entities and influencing the onentation 
scope and speed of the: coonomic activities Thus. the 
use of cooneme polcres can. to the greatest powibic 


mechaniwm and fully mobilize 
and speed of the coonomic 
overcoming the defects of 
system soch as stow reaction and insufficrent impetus 


from the we can see the dual nature of the coonomn 
pelcy system om gurdance planning and this fully proves 
that 1 sa combination of planning and the market This 
nature can be confirmed through an analyses of the 
various policy tools 


the 
entities Thes allows for 
the 


Fort monetary and financial policies are the most 
effective tools and can be used most widely They realize 
control by determenimg and regulating the volume of 
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supply and demand of funds by individuals enterprises, 
and localities cesulting on (he Combining of planning and 
the market Lollowing the development of the finance 
indusiry of our country. the policy tool will have quite 
broad Prospects Second fimal Policies comprise a 
system of poly measures umplemented by the financial 
authorities relying on the governments power, to read: 
just the income distribution situation in order to realize 
the national econemn goals Under commodity 
economy conditions fiscal policies achieve the planning 
and control goals through participating in the functional 
process of the market mechaniwm Thus. in the same 
way they are also combinations of planning and the 
market Therd actmonitrative control a policy mea 
sure which government cconomn functional depan. 
ments through promulgating orders and targets on the 
bass of slate power use to imtervene m economiK 
activities: Thee rnciudes credit control. foreign trade 
and foregn cachange controls. as well as wage and price 
controls They have advantages with which economic 
measures Cannot compare—they are coercive. vertical, 
and direct and there « a comendence of interests. The 
greatest advantage is thal the time lag is short and results 
are seen quickly Mowever as we ov ‘ed for the central- 
ved administrative measures these obscure the differ. 
ences between different departments and between dif- 
ferent periods suppress the motivation of 
microeconomin entities and have a very great damp- 
ening effect on the economy There are essential differ: 
ences between the administrative controls in guidance 
planning and administrative management under the 
traditional system =|) Administrative measures in guid- 
ance planning play a secondary supplementary role in 
the overall economn system Those playing the maim 
and overall gurding roles are the purely economic mea- 
sures 2) In the economic policy system. administrative 
measures only play a specific of short-term role For 
cxrample on time of war or crises complete control might 
be implemented At other times. there might be long. 
term high prices for agricultural products and. for prod- 
ucts for which supply and demand are senously dislo- 
cated administrative regulation might be instituted. and 
swoon }) The administrative measures in the economic 
policy system require strict adherence to economic laws 
Thus administrative measures in the economic policy 
system (henceforth policy nature administrative mea- 
sures) have a greater market cconomy component 
Regardless of whether we speak of ther position in the 
policy system the time over which their role 1s brought 
into play the target products for ther role. or the degree 
of ther adherence to the commodity economy laws, we 
can see from all these aspects the important role they 
play in combining planning and the market Finally. 
economic legal measures are legal actions by which the 
state. relying on the coercive power of the law, guaran- 
tees the realization of economn goals As policy mea- 
sures they ensure that the whole policy system and its 
tools are subject to the supervision and protection of the 
law Without legal measures guidance planning will lose 
its restrarning power and will return to the classical 
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“yatention and “forecast” planning Thus. legal mea 
sures Maintan the authorty of guidance planning and 
are a legal guarantee for the Combination of planning and 
the market 


01. Reonemic Policy Principles: Core of Medern 
Geldance Pleasing “ 


The development of modern guidance planning theory 
shows that it is greatly insufficient only to have goals and 
a policy sysiem Whether or not gundance planning is 
successful is to a large degree determined by the coord: 
fation of the various clement, within the plans. that is 
on the use of coonemn policy principles 


1 The principle of compatibility between poals 


The goals of guidance planning are diverse Regular 
contradictions between the goals arc a mayor obstacle in 
the realization of planned guidance bor cxaample. there 
are contradictions between price stability and economic 
growth. between income equality and growth in eff. 
crency. between price stability and the international 
balance of payments and swoon And. within any partic. 
ular sector there are also other problems wen For 
cxaample, in agriculture. there os the contradiction 
between maintarning stable prices for agricultural prod. 
ucts and raring the consumption levels of the peasants 
and between raising the self sufficrency rate for grain and 
rarsing the productivity of agricultural labor Thus. how 
many goals to set and how to make chowes when 
comtradictions occur are not mayor problems under man. 
datory planning but in guidance planning. they are the 
crus of rmplementing the plans The basi reason for this 
1s that the former are implemented through administra. 
tive measures. while the latter are implemented through 
ecconomn measures and are thus restricted by the var. 
1ous Conditions and patterns of cconomie measures 


First. the ratronality of the vanable figure for guidance 
planning goals depends on the fixed goal law Thes law 1s 
that the vanable figure of measures must be smaller than 
the variable figure of the planning goals Thus. in a 
general situation. if any particular cconomic goal does 
not have policy measures by which to realize it. there 1s 
no way for this goal to be realived These are the goals 
which the planning depariments subjectively wish to 
reahze but which must be temporarily given up The 
degree to which policy tools are lacking directly conds- 
trons the number of goals However in real economic 
life. sometimes our country’s scholars pout cut that 
are frequently “an cxcess number of goals” The 
1s cither that because there 1s a relative lack of 
measures of the cost of the measures 1s too high. there 1s 
fo Option but to give up these goals of cise in order to 
force the realization of the entirety of the goals. a very 
ingh cost for applying the measures has to be pard The 
fixed goal law principle can ensure that the number of 
eo 
hic hase 


Second when several goal vanatbles cannot be imple- 
mented at one time the flexrbic goal law can ensure that 
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the majority of the goals will be able to differing degroes 
to approach the capectation value This avonds the 


Politnal and cconmemn com produced by abandoning 
some of these goals and means that the optimum com 
bination of guidance planning goals i achieved 


) The principle of compatibility between goals and 
measures 


Apart from the need to coordinate between the various 
goals. we also need to recognize the Contradn tions which 
exit between goals and measures This is because a goal 
has at least one policy tool as its means of implementa 

tron and the use of a policy tool offen has a reaction on 
other goals This produces a contradiction between goals 

For example in order to reform the traditional central 

ized management system and develop agncultural pro 

duction, we adopted the microeconomn bas polis 
constituted by the family contract system However thi 
policy 1s contradictory to the goal of modernising agr 

culture and especially to the goal of realizing operations 
of scale in agriculture 


When contradictions occur between goals and poln) 
tools, first it is to select the optimal replace 
ment rate (ti day lu 2583 O108 3764) for the tools om 
realizing the opposite goal and then in accordance with 
the effects of the goals on the national economy select 
the optimal replacement rate for the goal, thereby 
finding the optimal combination of goal and measures 
The abovementioned method can climinate the situation 
whereby after guidance planning fixes goals in the 
formulation of policy tools there emerges a sernes of 
moompatible clements 


+ The principle of coordination between cconomin 
policy measures 


After the above two contradictions are resolved) there 
stell exrsts the contradiction between the varous eco- 
nomic policy measures and policy tools After diverse 
goals and diverse policy tools are set and the various 
tools are properly collocated. the opposite can be 
balanced and coordinated On the other hand. if the 
policy tools are not properly collocated. 1 will increase 
the antagonism between the goals This phenomenon is 
referred to as “erroneous collocation of measures ~ The 
principle of “efficrency in policy collocation” involves 
exploring the comparative supenorties of policy mea- 
sures. This 1s so that policy tools can be collocated with 
the goals of most effect. In this way. the “efficrency of 
policy collocation” can be realired 
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rely on diverve econemn components and diver chan 
nels to digest and absorb the labor That is to say. we 
need to implement throughout the whole society 
employment guidance regulation and control Also 
untarrness in socal distribution isa problem of distr 
bution readjustment among the members of society at 
various levels: while within whole-people units there is 
serious cpalitananiwam in bref. if one limits guidance 
planning only to whole-people enterprises, this will 
objectively weaken the economin guidance for the whole 
wxrety and at the same time. will seriously inhibit the 
development of large and medium-sized state enter 
prises This is an omportant reason why during our 
covetry s econome reforms there has been a low of 
control on repeated occasions Thus, there sa need. in 
accordance with the conditions, to gradually capand the 
seope of guidance planning to the entire society Apart 
from key and backbone enterprises, which should 
remain under the management of mandator planning. 
the majority of state-owned enterprises, collective enter 
prises. Chinese-foregn joint ventures. private enter 
prises. and soon. should be brought within the scope of 
the rele of gunsance planning 


' We should establish a guidance planning organization 
\ guidance planning organization 1s an organization by 
which the various economic poles are coordinated in 
accordance with planning intent: Thus. it 1s also the core 
coordinating organization of the functional depart 
ments The tasks of the guidance planning organization 
are |) To organize and formulate various gurdance 
planning goals 2) To formulate an cconomic policy 
system by which to omplement these goals. and 4) To 
supervise the implementation of the policies by the 
various functional departments and to \armonize the 
various contradictions during implementation In add: 
tron. there are also a number of comprehensive service. 
function departments. such as the cconomic research 
centers, which can take on the work of economic policy 
forecasting and analysis and provide economic analysis 
reports for the guidance of planning departments The 
statistical bureau would gather and | the various 
statrstical data for guidance planning Following the 
expansion of the role of guidance planning. the function 
of coordinating plans will not be restricted to enterprises 
within the budget Rather. it will be necessary to break 
down she boundanes between ownership systems. to 
engage in all sorts of vertical, honzontal. official. and 
nongovernmental coordination. and establish corre. 
sponding coordinating organs Nongovernmental coor. 
dinating organs can ensure that representatives of all 
cconomic interests participate im the formulation and 
revision of guidance planning and policies, will link up 
economic information from all sides. and will ensure 
that the interests of all sides are coordinated Nongoy 
ernmental coordination organs will become mayor 
means by which to participate im and be subject to 
macroeconomic planned guidance 


4 In order to guarantee the prime position of the 
public ownership cconomy in the national economy. and 
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promote the overall development of diverse economic 
components wo Must further omplement vanous sorts of 
Pasi Mi hoc conmomn Pevlic nes ih luching the enlivening 
of large and medium-sized enterprises In addition, for 
the various Management systems such as the financial 
system and the banking system we must study and adopt 
policies for deepening reform That «=. we must adopt 
systems Poles within overall poly making Systems 
policies are the highest level policies on the policy system 
while basi microeconomin poles are the basi of the 
four Major coonmomn polores and systems poles 


In bret. only if we persist on proceeding from China's 
reality and. in a selective way, we draw on the policy 
making ideas from the devclopment of modern guidance 
planning. will our guidance planning work be able to see 
breakthrough dev clopment 


Journal Views Sichuan Natural Gas Price System 
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[Arti le by Jia Jinzhong (55992 7022 | 44) “Ideas on 
Readjusting Double Track System’ of Prices for 
Sichuan Natural Gras’) 


| Text) Natural gas ts one of the most important sources 
of high-quality energy in todays world. constituting 
more than 20 percent of the primary sources of energy It 
is both an important raw material for chemical industry 
and a widely recognized clean and efficent energy 
source Our country 1s och on natural gas deposits, most 
of which has yet to be tapped and utilized Alt present 
known deposits are not much and production level ts 
relatively low The industry vs still at the mitral stage of 
development Though a few arcas have developed con- 
siderable production capacity. the industry us still basi- 
cally a regional economy The long-standing gap between 
price and valuc. in particular, has hindered the develop- 
ment of the natural gas industry Although natural gas 
prices were raised five times during the penod from 
1972 to 1984. the question of price distortion has not 
been fundamentally solved In 1984. the State Council 
approved the “double-track system” for natural gas 
prices. which produced some positive effects on pro- 
moting the industry jrowever. with the development of 
economi reform. the contradiction between the price 
and valuc for natural gas has become increasingly more 
conspicuous. and the “double-track system” can no 
longer mect the requirement of development 


1. Necessity To Adjust Natural Gas Price 


Although the natural gas industry is so far a regional 
economy. it has become vitally important to the local 
economic devclopment of regrons where it 1s located 
Take Sichuan as an cxample for a bref analysis 
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| The role of natural gas in Sichuan's economy 


Sichuan's strong industries and pillar products have 
come to the fore and developed alongside the develop 
ment of the natural gas industry The industrial structure 
of the province underwent major changes at the begin. 
ning of the 1960's, and heavy and chemical industry 
rapidly developed This was on the one hand. a result of 
the efforts by the state to push extensively third-line 
construction proyects in Sichuan. and, on the other hand, 
was directly related to the exploration and utihzation of 
natural gas Because of the development of the natural 
gas industry, Sichuan has built the country’s largest 
chemical fertilizer and heavy machinery industrial bases 
Industries such as chemical fiber. iron and steel, and 
electronics all benefit from the supply of natural gas In 
addition, Sichuan is a major agricultural province of 
China. Fertilizer is the key to increasing grain output 
The supply of natural gas supports the development of 
the chemical fertilizer industry, and reduces China's 
spending of foreign currency on chemical fertihzer 
imports. Currently more than 70 percent of the key 
enterprises of the province are closely related to the 
supply of natural gas Sichuan is short of commodity 
coal, or! output os small, and railway transport capacity 
falls far short of demand. Under the current economic 
and technological conditions, the possibility of replacing 
the use of natural gas in the industrial sectors mention 
above 1s not great 11 1s not hard to see that natural gas is 
involved in Sichuan’s overall economy. It has a bearing 
on the readjustment of the industrial structure and 
industrial distribution of Sichuan and plays a vital role 
in Sichaun’s economic development 


2. The distortion of price for natural gas and its impact 
on economic development 


Prices of energy and raw matenals have long been lower 
than they should be in China. and this has not only 
helped stimulate the blind development of the pro- 
cessing industries. but also has been harmful to con- 
serving energy and reducing consumption, and has 
sharpened the contradiction between supply and 
demand The supply of Sichuan natural gas involves the 
three provinces of Yunnan, Guizhou. and Sichuan. Since 
the implementation of the policy to contract out natural 
gas as a commodity at a constant volume and the 
introduction of the “double-track system” for prices, 
people have competed with cach other to obtain con- 
tracted gas, and new users have basically used gas in 
excess of the contracted volume Thus. the mechanism ts 
deprived of fair competition as far as distribution and 
benefits are concerned. On the other hand, because of 
price distortion, users even compete with one another for 
gas in excess of the contracted volume. causing a sharp 
shortage in the supply of commodity natural gas. The 
shortage 1s currently estimated to be | billion cubic 
meters. The processing industry's capacity far exceeds 
the supply of natural gas. and processing facilities cannot 
be fully utilized with 25 to W percent of Sichuan’s 
chemical fertilizer production capacity being left unused 
for a long period of time Similar problems exist in other 
industrial sectors which consume natural gas 
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\ The cause of slow growth of the natural gas industry in 
Sichuan and its relationship to Sichuan s financial con 
dition 


The major cause of the slow increase of natural ps 
Output is a result of the lack of reserve deposits The 
deposit and extraction ratio of the known deposits in 
1990 was only 12:1. The lack of reserve deposits is 
because of insufficient prospecting and development 
Only 61 percent of the planned depth of drilling was 
accomplished in the Seventh Five-Year Plan. and the 
fundamental cause for insufficient work is the lack of 
funds, for which the major reason is the distortion of 
prices for natural gas Without sufficient investment. the 
amount of prospecting and development funds obtained 
from natural gas at excessively low prices i limited 
Natural gas prospecting and development enterprises 
have long been sufl, ing losses and depending on loans 
for their operation. They can hardly continue to survive 


Viewed from Sichuan’s financial situation. natural gas ts 
related to 60 percent of the province's industrial output 
value. In 1988, 45.346 million yuan of the total indus 
trial output value was achieved by using natural gas asa 
raw material or fuel and on an average. every 100 million 
cubic meters of natural gas have a direct of indirect 
bearing on 922 million yuan of industrial output value 
Though we cannot credit natural gas entirely with the 
industrial output values of enterprises which use natural 
gas, it 1s very hard to produce such values without the 
supply of natural gas. For chemical fertilizer, chemical 
fiber and chemical enterprises, in particular. natural gas 
1s the foundation for their survival and development 
However, natural gas prospecting and development 
enterprises are running at losses over a long period It 
proves that the benefits of distorted prices for natural gas 
are being transferred to the processing industries and 
that distorted prices hinder the development of the 
natural gas industry. 


4. We must seize the hour to readjust natural gas prices 


Natural gas is one of the nonregenerative valuable 
resources. How to exploit natural gas faster in order to 
serve the socialist economic construction in our country 
1s a subject that needs urgent studies in energy develop- 
ment strategy. According to other countnes’ practices in 
onl and gas prospecting and exploitation. gas 1s likely to 
be found in places where oi! exists. However, there 1s not 
always oil in places where gas is found Vanous oi! and 

fields in our country and the Sichuan natural gas 
ields have also proved the correctness of the conclusion 
Of the seven countries which cach produce over 100 
million tons of oi! annually, four are also mayor gas 
producers. China is one of the countnes which produces 
over 100 million tons of oi! a year, and according to 
assessment on geographical resources. the development 
of natural gas holds promise Gas deposits in Sichuan are 
estimated to be a quarter of the total in the country. and 
though the natural gas industry is still a regional 
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782 million yuan will be borne by users using natural gas 
as taw maternal If the maternal son 1 various 
sector remains unchanged. the prices of chemical fertil 
a map ae = Ry ag tne 


and the tas on major chemical sheet products i 
lowered from 20 to 10 percent. the profits will remain 
unchanged, other indusinal and civilian user will be 
able to withstand the price rises. and higher gas prices 
will produce virtually fo impact on the national retail 
price indea and the index on costs of liwing for vafl 
worker and peasants 

In this idea, the extent of price rises of contracted gas is 
slightly higher and those of gas caceeding contracted 
quantity relatively lower This needs appropriate read 
justment of lanes on natural gas and chemucal fertilizer 
products so the realization of merging the two tracks of 
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fertilizer products to 15 percent The natural gas 
industry s expected to make through price adjustment 
respectively 640 millon yuan. 980 millon yuan. |)! 
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as faw material are tained. the prof level of such 
Products can remain the same by) appropriately lowerng 
ihe fale of tak On products As fatural gas 1 fot 
substantially involved if production costs of other eee: 
tors. higher gas prices will nol reduce profile and lanes 
delivered to the state by these sector All other sector 
can absorb the price fees of Natural gas There will not be 
any impact on the price inde and cost of living 


Compared with the previous idea the one 1s relatively 
more feasible and practi al wader the current mactoeco 
nom environment in the country as will produce 
little smpact on state finance However Ht takes to 
merge the two tracks of prices Bewdes. natural gas 
enterprises may still suffer from minor lowes and minor 
fund shortages H enterprises obligatory contributions to 
the energy and transport consiruction fund and the 
regulatory fund i caempted of reduced structural prices 
for gas crceeding the contracted quantity are adopted. 
that 8 if acoordame with the coonomn wiuation of 
natural gas users. prices arc farved by 20 to YO) percent on 
the baw of the readjusted price and measures wach as 
lapping the potential and reducing consumption are 
taken by natural production caterprises the problems of 
fund shortages and financial lowes can also be bawcally 
wived 


1 Wf price reform for natural gas comendes with a 
difficult period in the sate finance which cannot offe; 
Much support to the reform ee may adopt measures to 
gradually raise the feed prove of contracted natural gas 
to a level dictated by the market That means rarsng the 
well site price for contracted gas from the current price of 
1) yuan per 1.000 cob meters to 200 yuan per 1.000 
cubic meters in 199) and that of gas caceeding the 
contracted quantity from the current price of 260 yuan 
per 1.000 cubic meters to 400 yuan per 1.000 cubic 
meters. an increase of S$) BS percent The rate of morease 
from the state fixed price to the onc dictated by market 
mm 1993 will be 100 percent This idea readjusts the price 
gradually and annually increases the price of contracted 
eas by 25 percent toward market proces By 1995. the 
goal of a unified price will be realized with the average 
well site price at 4) yuan per | 000 cubic meters At the 
same time the rate of tan on natural gas products ell be 
readjusied to \ percent and natural gas enterprises will 
be exempted from obligatory, contributions to energy 
and transport construction and regulatory funds 


According to this dca the natural gas industry can make 
an income of | 44 billron yuan in four years through 
raning prices In 199) the mmcome will be $10 milhon 
yuan. mm 199). 940 mulhon yuan m 1994. ORO mulhon 
yuan. and in 1995. 12!) bilhon yuan In terms of the 
indusinal sector and the cis ihan sector the former bean 
a total of 3.210 millon yuan. and the latter 167 milhon 
yuan in four vears In terms of trade m four vears, the 
chemical indusiny hears | 6468 billon vuan the chemical 
fiber industry 228 millon suan the ferrous metal met- 
allurgical rolling and processing industry 19! milhon 
yuan and the machine hurlding and clectromecs industry 
228 milhon yuan The udea «ill hawe bitte onpeact on 
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latener Provinces Seek lo Acceterste Devetapment 


OW 16061049) Reygune TINH A Domes Service 
im (tener OF) OMT IS Jan © 


[By RENMIN RIBAC) reporter Muang ( aizhong (7806 


17S) 1810) and XINMTLA reporter Li) Neange: (26)! 
ere etiin 
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[Tent] Heying. 15 June (NINDTL Ab “Cipen up the areas 
ang the hang ang an sae the and develop 
domesin martets The wa ontenar 


provinces if central ( hone are gore to adept the 

to a a whole open thetmeches and develop 
from a high starting point to Become a  omproheneve 
eooROTmK Fegion that Combenes [he ohana tenets of the 
east and west. supports and promows the sable and 
coordinated economn devclopment of ihe Country and 
remains full of vigor and vitality The « the develop 
Ment strategy and idea pul forward a) (he Sy mposum 
on the Strategy and Policy for Devotopeng the See Pros 
mm Central China) whech was held here today 


The 8 provers are Shane: Henan Nuebe Menan 
Jrangs:. and Anhu: They cower an area of | 06 600 
square bm. which 10 peroent of the total land of the 
country and a of the end of 1990 they had « popula 
on of 424 millon accounting for 28 6 of the comntry s 
total, This region i the cradle and herthplace of the 
ancrent civilization of the (Chines nation The more 
than 40) year of cconomn development following the 
founding of the country has proved (hat the dev clapment 
strategy for central ( hina must be Carmed out withen the 
framewort of the state \ general devclopment urategy ft 
has also proved that the speed of central ( hena + coo 
homn growth must he qurckened afte: coastal areas are 
developed firs with central ( hina s continuous suppor 
This ill enable the coomomees both within and outede 
the regan to develop together achieve a ratronal div 
won of labor develop ther strong points and supple 
ment cach other with ther respective etrengtths Only by 
aceeterating the development of the wa prov emces on 
central China and reinvigorating central ( hone» 
coonemy can ec cflectively promote the coordinated 
development of the casicrn Central and western parte of 
(hina 


Following the Third Plenary Sesion of the Liem CP 
Central Committee. and particular!) m recent veers 
coastal areas in cavtern ( hina have continued to accel 
ther pace of reform and opening to the owtede 
and have maintained speed) coonomn develop 
areas im the weet alee have continued to 
wider to the outerde world The coonomey gap 
tal Chena and the coastal areas in castern 
and the former dors not have 
power for development ( aught m a 
the and the weet and beweged by 
wt province should ep up 
opening mate the four prov 
middie reaches of the ( hang Jiang and 
the Huang He the breab through pornts 
for opening up to the outede wortd and 
these areas inte deneel) industralized regions 
demonviratronal areas and coomome des clopment 
mct] The wa provinces should also eirive to 
ronal and domestin markets and - igor 
fee ways to activel) open part of ther 
cts to attract foreign investments During 
courw of developing mertects they ould attach 
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om approwmately | 8 yuan (or 0.9 yuan per > ke). which 
far lower than that of edible ons on China's home 
market Moreover palm of has a nutritronal 
value and can directly used for ‘ 


rather than purchasing orbs from at home 


Thes caampte shows that given the excelent situation of 

expediting reform and opening up if we lack the inter 

fational COMPETITivenew Hts HOt NeCeNNaTil Powe to 

bring ito play some advantages of inland areas oF it is 

even poste that we may be on danger of lowng them 
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199) tw $1100. of some 6.000 yuan m late 199! 
[Pootmete 5) LJINGIT RIBAG) 10 February 1492) 


As tor the price of aluminum oande Crrehow Aluminum 
bactory comrades told the author that ity per ton price 
on the international market i mately $190. ora 
little less than SOD yuan the perton pre of 
aluminum oaide on Chinas market reached ) WH) yuan 
per ton at one time bul has now decreased to below 
| SOD yuan and the planned alles ation price also reaches 
1 00) yuan 


There are many foasom (hina s aluminum pree 
higher than that on the international market ( omrades 
of the Cranzhow Aluminum Factor particularly men 
toned the questions of comumption and h 
electricity charges To refine one ton of aluminum 
factory consumes approwimatels | 4.000 kilowatt hour 
jhwh) of electricity Thin up to the country » advanced 
level Mowever the worlds advanced level only con 
sumes | LOO kwh The world » average power Comeump 
tron lewel for rndustnal purposes lew than > tS cents 
while ( hina’s © approsemately } 1S conte They foom 
rades of the factory) showed Concern about whether of 
hot clectricety charges would he raned and sad that if 
electricity charges increased the aluminum industry 
would have more difficultees 


A report says that hy) strengthening management consol 
dating screntifx, and technologn al devclopment and 
reducing costs the /hengzhow Aluminum Factory 
coming fear the cost of aluminum on the international 
martet The report particularly mention the “From 
the beginning the aluminum oxnde indusiry ershed the 
Mate to adopt poles to limit empoerts to protect home 
made aluminum orde However they gradually came to 
know from practice that to seek masimum profits 
aluminum production enterprises inevitably looked for 
cheap and quality raw matenals and that administrative 
imierference would he unable to stop them from dome 
thes Cowen the same quality if the costs and prices of 
ther own products are uncompetitive on the imterna 
tonal market ther products are not only unable to enter 
the international market but also ell be beaten on the 
home market [Footnote 6) (JINGITC ANK AG) BAG) Ik 
March 199)! The also apples to the wuthwestern 


region 


ht 6 saved that the price of rubber produced m ( hina 
higher than that on the international market w it 
happens that products arc overstocked while large quan 
tives of ruler are emported This ms the same im nature 
as the two caamples mentioned above 


Evidently to really bring into play the advantage of the 
nich resources of inland regions necessary to 
develop jour products)! by employing advanced scien 
tf technological and management methods and hy 
lowenmng costs and improving quality (nly by attanning 
an international market Competitiveness can they be 
firmly marketatic on the home market and then center 
the overseas markets If the, were protected against of 





foment resources 


alifactions to overweas lournets 


To utihzve the potential of these tours! resources in 
addition to developing the scenn spots themectves and 
improving tournst facthtves we need two important 
external conditions First we need to ensure a relatively 
steady source and large numbers of tournsts Honty afew 
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tourst cites on the mamiland s that overseas tourists 
can reach them cites of destination the same day s they 
can do sughtsecing in special scenic spots in two or three 
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days before returning Miah to where they departed 
from or of to other mainland cities Furthermore 
~~ give eflective and special publicity to these 
Men spots to greatl cohane ther popularity and 
attract more and more overvweas towriets In wo dowg we 
can further bring along the development of other tour 
spots in the province concerned 


Al Present overweas towriets visting inland ( hone are 

concentrated in several pb wy ee " 
comparatively high such as Sian and Crain ver 
it very for them to get air-tickets during the 
high season If it 1 possible to open up several compar 
atively popular tour cities in southwest and south 
China, we will be able to both enlarge tourmem and 
reheve the pressure of major wenn cities To achieve 
civil aviation industry in the south and espe 
the southwest needs to be developed rapidly (1 
thes cannot be achieved by the locality concerned 
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z 
37 


wets Mowever it entails relatively little imwvestment 
requires low costs and brings comparatively quick 
ht can play an catremely omportant role in 
accumulating funds and in bringing about foreign cco 
nomen and cultural cachanges Developing countries 
often regard tournwm as an cutremely important indus 

sector In the case of Turkey i towrvem has 
rapidly over the past decade and 1 accounts 
for 9-10 percent of its national moome now ft x 
capected that it will receive 6 8 millon overseas tourrets 
thes veer which «= 118 percent of the country’s %5 
millon people There no need to mention Egypt 
whos tourtsem one of the country + four major pillar 
indusines As for some southwestern and southern prov 
mees and regions which need large amounts of funds 
development of tournsm mo not indiupensablice bul 6 
important and worth making efforts to bring mm cco 
nomen returns 


FINANCE, BANKING 
Thoughts on Developing Securities Markets 


ON FOCI 4 Bene C AIMAO JINGITSFINANGE AND 
TRADE FCONOMICS) on Chines 
No 4 11 Mar 92 pp 30-44 > 


Article by Xie Wer (6200 S898) affiliated with the 
mance Commerce and ( ommodities Institute of the 
Chinese Academy of Social Scrences edited by Zhao 
Yeurn (699) O00! 2450) “Thoughts on (ertamn Matters 
Involved in Developing ( hina s Securities Markets | 


[Excerpts] [passage omitted| =I 


[passage omitted] As ( hina s securitees markets are still 
m an intial stage of development we will assess ther 
Status quo mainly from a qualitative perspective which 
can be analyzed generally in the following two arcas 
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Hee abing pereer ane whe cengmementality 

in wer uritees markets as well as the bey hae 

mm the fiewt few year of natronal treasury bond 
But om recent years mndiveduals in ( hina have 


a hewitened awareness of financial aflain wo 
hecome partrcularly cager to buy stocks and bonds 
The © driven on one hand by the income from docks 


m securities markets 4) Indiveduals are active 


s enterpriwes have viell fot truely acquired inde 
a ceftamn amount of rewstance 


blindness in actron lacks ratronal thought and 
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can more effectively omprove efficrency on the dinpow 
tron of funds While such competion naturally i com 
Pletely subject to market rules and does not include 
coflann catfe fatonal competitive actions. the compet 
tive Mechanmem oo Chinas markets 1 distorted mostly 
im that the competion om ineffective and destructive I 
the costs of oncreased bask level financial ietitutions 
are fot calculated funds are provided without regard for 
mek and cost, and there «= mutual undermining of 
foundations without regard for overall interests the 
result will he onion: hand very eroomplete market fund 
weply and demand competition and on the other. a 
large wale Mmulliplcation of distorted competitive 
actons wilh some phenomena beng even more destruc 
we }) The eek profit force « another key seourties 
market force whose operation mn the ultemate consider 
atron of securities investors Ay to securities in general 
the greater the rrsk the higher the profit, While securities 
profits may also depend on many other factors profits 
along with risks Constitute a particular operating force 
which becomes the key one that guides mvestment in 
eocurities markets But on China. reks and profits are at 
two different poles wih basally no inherent links. in 
that both low and hath profit secuntes naturally hold 
lytthe rok A) ondeweduals have noted thes port mm secu 
rites market operatrons on recent vears. they have usu. 
ally snapped up a once the last two years of stock and 
hond meus Moreover they have been able to st and 
wart for securrtees to cee on value (while stocks some 
tomes alse fallin value the decreases are controtied, w 
that they ultemately rebound) with basically no need to 
te discriminating about the amount of rnsk Such high. 
profit and low nsk (or even risk-free) securities issucs 
have promoted a financial awareness among residents 
that «= both very weak and also detrimental to the 
healthy devclopment of secuntes markets In addition 
*c can also present certain supplemental proofs from a 
quantilauive perspective By the end of 1990. China had 
msued > 40 bilhon worth of negotiable securities of all 
types. with | 70 bilhon yuan worth m carstence, and 18 7 
tilhon yuan worth of transactions having taken place 
Comsdenng that our seccurties market development has 
ceftamly not been very long. thes shows that our secur 
tres market volume has mncreased quite rapidly Tempo 
rarily desrcgarding the quality of the securities rssucd. let 
ws comparc these figures to our financial capital and 
GNP of the tome (which Western coonomests use as the 
crittena for measurmng a country’s securities market 
maturity and cconomn devclopment, . Footnote 4) (Sec 
Curren Finance and tconomyu Development edived 
by Li Hong (262! 1738) CHINA FINANCE PUB. 
LISHING, HOL'SE. 1988 edition ) We find that nego- 
table securities accounted for & 8 percent of our finan- 
cal capital and © percent of our GNP om 1988. which 
fygures were |) percent and §& percent. respectively. by 
1990) These not only are far below the relevant mdice- 
tors on developed Western countnes. but also are obvi- 
ously still too low even in comparrron to certain devel- 
oping countmes The shows that China's securities 


markets are far from either playing the dominant rote in 
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our economy of assuming the heavy responsibility of 
guiding a rational flow of funds 


The above qualitative and quantitative analyses bring us 
to the conclusion that not only are China's current 
securities Markets certainly not authentn ones (people 
generally distinguish authentic securities markets mostly 
according to the rules of success from the last \00-0dd 
years of development in Western countries with exam. 
ples of successful development of securnties markets stull 
hot carsting in socialist countess) but also that it will be 
hard for them to atta such a state in the short term 
This brings up the following two issues |) Many com- 
rades have been presenting tentative plans for China's 
securities market development recently most of which 
are focused on creating a means of secunties circulation 
We can see from these comrades discussions that their 
views imply the precondition that China's securities 
market forces are already quite perfected so that the 
only development pronty 1s how to capand them from a 
capital perspective When the mayor players in secunties 
markets are completely developed and market forces are 
perfected. financial capital creativity obviously imphes 
securnties market development Moreover such cre- 
ativity must be coordinated with monetary policy. im 
order to be able to improve the operating efficrency of 
social funds But when the mayor market players are 
nonstandard and market forces are distorted financial 
capital creativity certainly cannot promote market 
development Rather it rs likely to disrupt the onginal 
macroeconomic regulation and control procedures. and 
cause chaos in the social fund operating order [passage 
omitted] 


The basic structure of (China's securities markets up to 
now has been a completely single purpose national trea- 
sury bond market whose mssucs and transactions account 
for 9) percent and over 80 percent respectively. of 
securities market issucs and transactions While people 
have very meconsistent views about this most conclude 
that China's securitees market development is very 
unsound. as opposed to that in Western countnes where 
stocks have evolved as the mayor form of securities 
market trading Thus they recommend the cxpansion of 
enterprise stock issues. putting on the market more types 
of stocks. and a gradual development toward more 
standardization My view is that. as the unique standing 
in China's securities markets of the national treasury 
bond market was determined by a whole senes of com- 
plex factors. t « very likely to be sustamned for a 
considerable penod of time and will finally evolve into 
a securities market with distinct (Chinese characteristics 


|. After we began to reform and open up to the outside 
world. China's securttics markets began with national 
treasury bond issues The national treasury bonds that 
we weued im 198! marked the beginning of China's 
securities markets after which we issued national pn- 
onty construction bonds public finance bonds. and 
special types of national treasury bonds in 1987, and 
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then national construction bonds capital construction 
bonds and guaranteed value government bonds all of 
which were national treasury bonds in 19YRR National 
treasury bonds were issued not only first, bul also in the 
largest amounts, on China's securities markets The 
mayor reason for this is that sence we began to reform and 
open up to the outside world. the steady advances in our 
reform thinking about devolving authorty and con. 
ceding profits, as well as the imp! mentation of a 
number of other key reform measures (such as the large 
increases in the procurement prices of agricultural side. 
line products in 1979) have been intensifying our fiscal 
difficulties year after year While our regulation and 
control capabilities have been sicadily weakened. our 
objective economic operations have required a stronger 
revenuc capability. which has resulted in glaring fund 
supply and demand conflicts It was such a consideration 
that forced us to go into debt to resolve the shortage of 
central revenucs While this could be said to have been 
our orginal intention when we first issued national 
treasury bonds. such bond issucs have actually speeded 
up our securities market development Moreover our 
discussions have also led us to discover that in addition 
to fund raring. securities markets also have other key 
functions (such as a rational disposition of resources) If 
securities market functions are summed up in the two 
general categones of fund ransing and disposition of 
resources. then our orginal consideration was the first 
one of fund raning So what is the current sate of 
affairs” Our current fiscal situation is even worse than in 
the initial reform penod with deficits increasing year 
after year. so that our fiscal burdens have not decreased 
rather they have become heavier cach year In light of the 
sustained decrease in our microeconomic efficiency 
fund rarsing has obviously become even more urgent 
than at any time im the past. so that rssumng national 
treasury bonds as an appropnate fund rarsing measure 
remains the key way to alleviate fiscal difficulties Thes 1s 
a point that must be considered in China's securities 


market devclopment 


2 Moreover. issuing national treasury bonds 1s not only 
to work a way out of our fiscal difficulties, but can 
coordinate macroeconomic regulation and control 
actions of state revenue and banks The relations 
between state revenue and banks are capressed mainly 
fund supply. with the longstanding division of 
that state revenue was responsible for above- 
ing funds. while hanks were responsible for 
ing funds. Since we began to reform. 
begun to cxercise more control over 
_ have gradually gotten involved in the 
xed assets investment. and have become the 
social funding. the basic distinction 
‘hinese and Western banks 1s that Chinese 
banks are to a certain extent government banks. which 
must assume policy-related tasks Thes 1s a reality that 


HELE 
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course, some circulating fund loans are now also poly y 

related. while all fined assets investments arc mot) uo 
hard for them fot to Gecupy an indefinite postion i 
fund supply How can this be resolved’ White tossing the 
bu den back to state revenue in a return to the old onde: 
would obviously be impossible issuing National treasur 
bonds. on the other hand might bring wore light out of 
the darkness For both state revenue and banks nationa 
treasury bond ieues can reduce fund supply pressures 
while enhancing regulation and control capabilities This 
is an issue in China's securities market dev clopment that 
must be studied in depth 


¥ Regarding the development of national treasury bond 
markets as the key priority im our current securities 
market development. certainly does not negate the un: 

versal laws of securities market devclopment Whik 
stock markets are admittedly the mayor players in most 
mature Western securities markets: where the roles of 
market dominance and market forces in stock markets 
are brought into full play) thes certainly does not mean 
that national treasury bond markets which are one oF 
the components of Western securities markets do not 
operate according to market rules As national treasun 
bond markets are similarly organi Components of seu 

rites markets. China's current national treasury bond 
markets should not be overly criticized as long as ther 
operations conform to market actions We musi not 
think that our securities market devclopment paticrn 
which 1s dominated by national treasury bond markets 
1s distorted or out of line with universal laws. or that an 
accelerated establishment of stock markets is the on! 
securities market development direction While our cur 

rent national treasury bond markets naturally contain an 
issuc of establishment according to market rules from 
the perspective of trucly speeding up the pace of ( hina + 
securities market development our current national 
treasury bond market establishment can actually provide 
experience for other markets Take the following cxam 
ples: |) As to securities management. in that all securities 
must be better managed. there 1s the absolute possibilii) 
that we can use the management capenence acquired in 
the arcas of national treasury bond rssucs and transa 

tions as references for other securities issues and (rans 

actions 2) As securities rssucs and transactions along 
with changes in social fund onentation. involve social 
fund reserves and onentation. we can use national trea. 
sury bond issues as simulations for reference in stock and 
other bond issues. 3) As the setting of securities prices is 
another key securities market matter, national treasury 
bond market capenence can help us study rssucs. such as 
the setting of prices and the coordination of cxrsting 
financial capital [passage omitted] 


[passage omitted] There was a sharp fluctuation on th: 
Shenzhen stock market in 1990. in which the prices oF 
five public stock issues skyrocketed from their issue face 
value of a little over 200 million yuan to more than 800 
millon yuan mm a short penod of just two years (nc 
stock that had gone on the market at 20 yuan a share two 
years before. actually decreased in valuc 


while 
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mecreasing in price to | bilhon yuan (Pootnote 5) (See 
Lu ‘s [4151 3952 1557) Seow Marker 
Development Mast Not Be asd financial 
Reform Prorty, JINRONG VYANITU No 11, 1990) Th 
very hard to refer to such @ state of affairs as an 
investment market ai could only be considered a 


+ 
: 
3 
i 


of Lae with the universal 
laws of stack market operation. some comrades sug: 
gevied the need to begin to increase the supply of stocks. 
by allowing more enterprises to issue them While this 
would have pul more stocks on the market. | would have 
been unrealistic in light of political, economn. and 
technical considerations As capanded shareholding 
enterprise development and stock issues requires 4 
cumulative process. this means that the disadvantages of 
stock markets at the current stage would generally out 
weigh their advantages Therefore. my view is that until 
substantive progress 1s made in overall economn reform 
we do not need to waste a lot of energy stud ing stock 
markets Rather we should actively think t bond 
market establishment. and consider how. lacking a stock 
market to take a path of secunties market development 
with distinct Chinese characteristics This would be the 
more realistic thing to do 


| passage omitted] Combining securities market devclop- 
ment with banking system reform can be considered a 
promising solution. with the following mayor pornts 


| We should reform the current system of the People’s 
Construction Bank (PCB). by upgrading it into a genuine 
investment bank The PCB is responsible for a large 
number of fixed assets investments. and has the three 
pe efny be mg VA bey oy, LL 
from the People’s Bank of China. In fact. a sizeable part 
of the funds that the PCB uses for fixed assets invest 
ments comes from second loans from the central bank 
As the PCB engages in long-term business. which 
unavordably creates long-term possession of short-term 
funds holds large amounts of central bank funds 
which are hard for the central bank to recoup and affects 
central bank macroeconomic regulation and control effi. 
crency The PCB has begun to handle savings business in 
recent years. in order to make up its fund shortages 
Whole thes has alleviated to a certain extent its operating 
difficulties. the differences in the division of labor 
among the vanous special banks has actually forced the 
ee a eee eee 
low efficrency of such business. Thus. the PCB show 

urged to resolve its fund problems by rssuing long-term 
investment bonds (three. five. of cxght years) with 
slightly higher interest rates than on savings of the same 
terms and the interest differential being subsidized out 
of state revenue The central bank could then regulate 
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and control the PC Hs funding scope based on the issued 
amount and securities price Moreover the PCB should 
shut down (or at least cul back on) its savings business, 
and focus its energies on the held of fined assets invest: 
ments 


2 We should reorganize our rural = system by 
developing an agricultural invesiment While the 
quantity and quality of agrcultural —_— are vital 
to agricultural stability and development. and there are 
many ey investment channels. ther efficiency 
is Not ideal vo that there is a pressing need for a special 
institution to make overall plans for agricultural invest: 
ment Thus we should consider establishing an agricul: 
tural investment bank which would specialize in the 
development of basn agncultural investment and rural 
policy service organization In addition to receiving 
agricultural funds from responsible departments, this 
agricultural investment bank would also rawe funds 
mostly by issuing various types of farming and forestry 
bonds also with shightl higher interest rates than on 
savings of the same terms In order to make these bonds 
more attractive the government could personally guar- 
antec them This could shift some idle funds from rural 
areas and even the whole society into the burlding of the 
agricultural infrastructure Meanwhile the existing Agn- 
cultural Bank (AB) which actively supports rural town. 
ship industries rural commerce and other agncultural 
operations should regard profitmaking as its key oper- 
ating objective 


1 We should reexamine our cxrsting professional divi- 
sion of labor The Industral and Commercial Bank of 
China should devote its energies mostly to urban save 
business. and stop rmsuing financial bonds The A 
should focus its efforts mainly on rural savings business. 
and also stop issuing financial bonds. with its rural 
long-term investment business being taken over by the 
agricultural investment bank through issuing bonds The 
PCB should stop handling savings. and rawe funds 
mainly through issuing bonds Such a reorganization of 
our professional division of labor would help all special 
hanks to bring the: respective advantages into full play 
and improve their fund operating cfficrency while 
helping the central bank to enhance its regulation and 
control capability 


4 Through increased bond rssucs and a redivision of 
business. we could achieve the following goals |) the 
above reforms could sharply increase (China's national 
treasury bond issues) which would make higher and 
greater demands for the establishment of national trea- 
sury bond markets and objectively contribute to China's 
securities market devclopment >) these reforms would 
help to resolve the fund conflicts among China's special 
hanks reduce much of the illegitimate competition. 
standardize and solidify fund sources and thus. help to 
improve macroeconomn ‘und operating efficrency 
which 1s our most pressing current wsue 4) the reforms 
would help to omprove central hank regulation and 
control. by bringrng « gradually into line with market 
rules. 4) Reform will reduce the fund pressure on both 
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Mate revenue and the central bank help to make ther 
regulation and control more rational. and enhance ther 
jornt regulation and control capability 


INDUSTRY 


Official Reports Increased Automobile Production 


OW 190616589) Regine MINH Ain belch 
1921 GMT 19 Jun & 


[Text] Beying, June 19 (NINH A>—C hina’s automo. 
tive industry surged ahead with production jumping 46 
percent and sales 6 7 percent-oin the fist five months 
of this year. an industry oilicial said here today 


WuZ7 vice-president of the China National Auto 
motive | ry Corporation told a press conference 
prior to the 199) automotive cahibition that. stemulated 
by the rapidly growing economy the industry manufac 

tured and sold 140.000 motor vehicles in the January. 


May penod 


The exhibition, to be held from June 25 to WO). will be 
participated in by more than SOO auto makers from 19 
countries and regions 


Since April last year he said. the auto industry has been 
brisk in both production and sales He predicted that the 
industry will seta record by turning out 800.000 motor 
vehicles thes vear some |) percent more than last year 


Except for a few heavy <duty trucks and light-duty veh. 
cles. passenger cars buses and leading brand products 
have a very good market Output of passenger cars. in 
particular. is expected to reach | 20.000 this vear 


Meanwhile he said imports of motor vehicles have been 
brought under control Now about 20.000 cars are 
imported yearly partly through barter trade and border 
trade with Russia and Fast European countries 


Wu said. “Auto prices are two-thirds higher mm the 
domestx market than the international market There 
are 120 auto enterprises in China but no large-scale 


production — 


He called for the government to give more financial and 
maternal support to the mdusiry At the same time. he 
suggested the state cut tanffs and taxes. and organize 
mass production 


To meet new challenges fhe said the industry will make 
extra efforts to omprove product structure and shift its 
focus from truck production to passenger car production 
in a bid to boost international competition and cooper 
ation 


In the past few vears ( hone has spent 800) milhon US 
dollars importing [70 toms of advanced automobile 
manufacturing technology from Austra France Ger 
many Japan Italy and the | nited States and launched 
12) pornt ventures which have reported good progress so 
far 
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Capital tron, Steel Complex Casts Roller brame 
OW SS0608049) Regine NINH A in English 
O499 GMT OS Jun 9 


toy Ly June 25 (XINHUA)—The Capital tron 
and Complex has recently succeeded in casting 
China's biggest roller frame with 400 tons of molten 
steel 


The frame which measures 10.75 meters in length and 
465 meters in width is the key part for the continuous 
hot rolling mill Only a few countries such as the United 
States and Russia are able to manufacture the giant 
frame 


The frame was cast on May 5. After being finished, the 
giant frame was inspected by Chinese and foreign met 
allurgical experts on June 13) The experts said that the 
success of the frame means that Capital Iron and Steel 
has reached the world’s most advanced level in this field 


CONSTRUCTION 


Minister Construction | 
on Quickening ndustry 


HK 206005 29) Hone Kone CHING CHI TAO PAO 
in Chinese No 23. 15 Jun 92 p 10 


[China Economic News” article “Faster Pace of 
Market Reform in Construction Industry Urged” 


[Text] Construction Minister Hou Jic said that it is 
necessary to quicken the construction industry's reform 
pace. establish an operational mechanism complying 
with market economic development. and augment mac- 
roscopic tuning. control. and administration The chef 
contents are 


1 Quickening the pace in turning housing proyects into 
commodities To implement the commodity economy it 
1S primarily necessary to view construction products as 
commodities In price fixing of construction commod)- 
tes, On principle, it 1s ncessary to fix prices based on cost 
plus taxes and profits 


2 Construction industry reform must be conducted 
synchronously in a whole range with reform in related 
production materials. labor service, monctary techno- 
logical. real estates markets so that a complete. perfect. 
open. highly efficient. and orderly construction market 
system will take shape as carly as possible 


+ Pushing forward reform of the bidding system All 
projects that mect conditions should enter the market to 
select desugn and building units through far competition 
in bidding 


4 Taking an active part in pushing the projects superv:- 
sion and administration system It 1s necessary to imple- 
ment effective control in investment of proyects in the 
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process of construction, building penod, quality, and 
cost to create the best economic results for national 
construction 


Official Discusses Three Gorges Project 


HK 1906063092 Beying QIUSHI in Chinese No 6, 
16 Mar 92 pp 18-23 


[Article by Qian Zhengying (6929 2973 5391), vice 
chairman of the Chinese People’s Political Consultative 
Conference National Committee and former minister of 
water resources and power “My Understanding of 
Three Gorges Project™’] 


{Text} The feasibility report compiled from the Three 
Gorges Project appraisal results has been examined and 
passed by the State Council and will soon be submitted 
to the National People’s Congress [NPC] for examina- 
tion and val Intensive work has been going on for 
more than five years since the appraisal started in July 
1986. As a sponsor of the appraisal work, | have many 
impressions and now talk about my personal under- 
standing of three issues 


1. Understand the Significance of the Three Gorges 
Project From the Perspective of Historical Evolution of 
Rivers and | akes 


There have been quite a lot of discussions from various 
circles on the specific benefits and significance of the 
Three Gorges Project in terms of antiflood benefits, 
power generation, and shipping. Through many years of 
appraisal. | believe that the fundamental significance of 
the Three Gorges Project should be further understood 
from the histoncal evolution of nvers and lakes 


Seas changes into mulberry fields and mulberry fields 
into seas—this 1s a manifestation of the movement of the 
earth's surface layer and 1s independent of man’s will. As 
for the Chang Jiang. the birth. growth and demise of 
ancient Yunmeng Marsh and today’s Dongting Hu are 
vivid examples 


The Chang Jiang has a drainage area of | million square 
km above the Three Gorges, mainly in the mountainous 
areas between the Kunlun Shan and the Wushan moun- 
tain range. Of the 800,000 square km of drainage areas 
below the Three Gorges. there are more than | 20,000 
square km of alluvial plains on both banks formed of 
silts brought down by the Chang Jiang. When floods and 
rainstorms in mountainous areas in the upper reaches 
dash down the Three Gorges and enter the alluvial plains 
in the middie and lower reaches, there must be a flood 
regulating place. Before the Eastern Han Dynasty [25- 
220). Yunmeng Marsh. or the Jianghan Plain today. was 
responsible for regulating flood water in the middie 
reaches of the Chang Jiang. In ancient times, the waters 
of the Chang Jiang entered Yunmeng Marsh after 
flowing out of the Three Gorges. At first, there was 
initially no distinction between nmvers and lakes, and the 
river waters flowed freely in the lakes and ponds of 
Yunmeng Marsh. and the silts brought along by nver 
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waters were ually deposited into the Jing Jiang 
Delta. Afier the Southern Song Dynasty (1127. 1279), 
the Jing Jiang Delta continued to expand and became the 
Jianghan Plain, and a river course formed at its southern 
edge, which is today's Jing Jiang. After the formation of 
the Jianghan Plain, with more lands being reclaimed and 
developed, the nver dikes were gradually connected and 
strengthened and, during the reign of Jiajing of the Ming 
Dynasty (1368-1644), the Jing Jiang Dam took shape at 
its present form. Since then, the Yunmeng Marsh, which 
was responsible for reeulating flood waters from the 
Chang Jiang has evolved into the Jianghan Plain pro- 
tected by the Jing Jiang Dam, and the Yunmeng Marsh 
has become a term in China's history and geography 


With the shrinking and demise of Yunmeng Marsh, the 
Dongting Hu on the southern bank of the Jing Jiang 
gradually took shape and developed) When the Yun- 
meng Marsh was still there, the Dongting area was an 
area of flatlands dotted with a network of rivers and 
lakes, and the four mvers of Xiang, Zi, Yuan and Li, 
which are today called the Dongting river system, were 
tributaries flowing into the Chang Jiang before the 
Eastern Han Dynasty. By the time of the Eastern Jin 
Dynasty [317-420] and the Northern and Southern 
Dynasties (420-589), due to the expansion of the Han- 
jiang Plain and the shrinking of the Yunmeng Marsh, the 
water level of the Chang Jiang rose gradually and floods 
began invading the Dongting Hu. The two catastrophic 
floods of the Chang Jiang which happened in 1860 and 
1870 (during the reigns of Xianfeng and Tongzhi in the 
Qing Dynasty) rushed out of the Ouchi He and Songz: 
He on the southern bank of the Jing Jiang and caused an 
enormous amount of flood waters from the Jing Jiang to 
enter the Dongting Hu. The flood waters entering the 
lake also brought huge amounts of silt, preparing the 
demise of Dongting Hu while helping develop it 
According to an estimate by the 1825 maps. the area of 
Dongting Hu was about 6,000 square km at that time 
with a volume of 40 billion cubic meters. Afterwards. the 
lake bed rose gradually due to the silts and large areas of 
islands and beaches emerged from the water. and the 
lands were reclaimed for cultivation, causing the area 
and volume of Donating Hu to decrease rapidly In 1949. 
the area of lake surface was down to 4,350 square km 
with the volume down to 29 billion cubic meters, in 
1983, the area continued to drop to 2,691 square km and 
the volume to 17 billhon cubic meters. The once 800- 
km-long Dongting Hu has now become a lake divided by 
large areas of flatlands into three lakes. namely, Muping 
Hu. Southern Dongting Hu, and Eastern Dongting Hu. 
connected by flood channels Following the Yunmeng 
Marsh. the Dongting Hu 1s shrinking and dying 


The population living on the Hanyang Plain on the 
banks of the Jing Jiang and the Dongting area has 
reached 15 million with 23 million mu of cultivated 
lands, and these areas have become an important indus- 
tnal and agricultural production base in our country 
With the constant shrinking of the Dongting Hu, the 
question of how to regulate flood waters from the Chang 
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Jiang has always been a difficult one in harnessing the 
fiver simee the Dynasty For 100 years before the 
founding of the _ there were fo other options cacept 
by parietakingly noon and the dikes After 
the founding of the PR ve antiflood 
plan was formulated This ‘estedes strengthening water 


and soil conservation im the teaches building 
foeervorrs on tibutaries as fy the mainstream. 
faring and ot the dikes in the muddle and 


hth ei he rh tempor) wera feces 
river storage of Cacoesive 
flood waters During the past decades. we have done 
out best to rane and strengthen dikes. raring the div 
charging capability of the Jing sO ee 
of to Dongting Hu) to 000 cubic meters a 
second This. plus the temporary food diversion on the 
plain and the antifload and food-relef measures, makes 
it barely possible to reset the Mood peak of 80.000 cubn 
meters per second However, according to historical 
records of the last 800 years. eight Mood peaks in the Jing 
a Eo ae 

ing 110,000 cubic meters per second in 1870 Ia 
flood peak similar to the 1870 one oocurs fh. the dikes 
on the southern bank of the Ji r- A certainly be 
breached and flood water a clean sweep 
across the protective embankments of Dongting Hu As 
the f Hu's ability to divert and store flood water 
hae decreased as compared with 1870. the 
northern dike of Jing Jiang still faces the danger of being 
breached Once the dike bursts, the mighty torrent with 
a peak of a doren meters of 80 in hesght will directly rush 
down the Jianghan Plain. and Wuhan ( ity will be under 
serious threat In short. whether the Jing Jiang overflows 
im the south bank or on both banks, will cos a 
tremendous low of lives and imyunes. and the lowes will 
greatly cxceed last year's Mood damages in the Hu: He 
and Ta: Hu This will not only be a devastating disasicr 
to Hunan and Huber provinces but also affect the overall 
economy of the country The danger increases with the 
continued shrinking of Dongting Hu 


Through decades of study. a key measure to control the 
Chang Jiang 1 to wee modern science and technology to 
butld a man-made reservoiw in the Three Gorges. and 
obtain a storage capacity of 40 bilhon cubic meters. 
mcluding an antiflood storage capacity of 20 bilhon 
cubic meter. at the cost of flooding several thousand mu 
of land These storage capacities exceed that of Dongting 


a cane an > oe Dae Af a f- 
flood waters and wits entering Hu will 
greatly reduced. tous poctonan tae th of age 


With modern scrence and technology. we can control the 
deposits of wits im reservoirs and maintain effective 
storage volume for a long ime With modern science and 
technology. wc can caplon the huge water energy 
resources of the Three Gorges and use the ovipul of 
hydroctectnc power to make up for input. thus making 
the building of the reservoir coonomucally feawble With 
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funder ‘iene and technology. we can avoid iter 
fupiing shipping during feservou construction and, to 
whe cCalonl improve shipping 


A ge neral survey of the history of development of nature 
and soctety in the middle reaches of the Chang Jiang 
shows that we should and can only resort to modern 
swieme and technology in striving for initiatives in the 
evolution of rivers and lakes, and remove the serous 
hidden dangers for the people living im the middle 
reaches of the (Chang Jiang. | believe this is the most 
essential significance of building the Three Crorges 
Prayect 


. Dilterent Opinions Promote the Deepening of 


For several decades. the Three Gorges Project has 
aliracted aticntion both at home and abroad and opin. 
ions Vary on the project At the start of appraisal, afier 
collecting and studying various opinions. we summed 
them up into two major classes First, how to build the 
Three Gorges. including whether it should be first-class 
or second-class caploiation as well as vanous designs 
for water storage Second, whether the Three Gorges 
should be built, including whether it is necessary to 
prevent floods should the harnessing of Hang Jiang 
begin from the upper reaches to the lower reaches and 
from the tributaries to the maimstream. whether the 
Three Gorges is technically feasible. can the national 
power afford it economically. can people be resettled. 
whether there will be serious disadvantage to the ecolog: 
ical environment and sw on 


In view of the above-mentioned questions of two dif- 
ferent natures. appraisal work must be divided into two 
phases Firsi. select a representative program for the 
building of the Three Crorges. and then study the overall 
feasibility of the plan and work out an alternative plan 
equal of similar to the representative program in terms 
of efficiency and compare the pros and cons of building 
the Three Gorges project and building it sooner or later 


The appransal work on the Three Crorges «5 conducted by 
catensively soliciting different opimons. and it 1s those 
different opinions which promote the deepening of 
undersianding and push forward the harnessing of 
Chang Jiang Now | present the following issues to show 
what | have gained in terms of ideological understanding 
and work 


1 Reappraive and reselect the devigned storage level of the 
Three Gores rower 


The designed storage level of a reservoir 6 a major 
comprehensive indicator in the burlding of a reservoir. 
and it determines the scope and benefit of the project It 
goes without saying that the higher the storage level, the 
larger the storage volume. and the greater the benefit in 
terms of flood prevention power generation. and ship- 
ping However. technical problems will increase corre- 
spondingly and the damage caused by inundation will 
also be greater 
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feng preoes of generated eleetrmity and therefore the 
factor of pre can be neglected 1h making ecomonmn 
apprarsal 


wveral billron kilowatt owns) ot has grea! ad: antageows 
conditions Therefore the cost per bilowar 9 relatively 
low But as the volume of the power station 9 very large 
its overall investment also huge Wheihe och @ huge 
amount of investment can be supported | ly natronal 


ecoonomn Power 1 a question of ComeErn |) Oe people of 
the whole country 


Ne ele eat the heer Gemm Pi 19's and 
1960's, | belewed that the Three ¢ Project should 
not be launched fm the 1970's, | agreed only to the 

wa 


construction of the propect provided that it 

reduced. Bui mm the 1980's and 1990s. | hawe come to 

ae 9 ap pt Three Chorges Proyect 9 on 
nal 


line with the economen tevel The can be 
otmerved from the marin indicator of the Three Crorges 
the power generating capability The installed capacity 
currently proposed «9 |) 68 mullron belowatte At the end 
of the 1950's. the total installed capacity of the whole 


3 
s 


to 
over 6) millon kilowatts at the end of the 1970's was 
already over 120 millon kilowatts at the end of the 
1980's and 1 estemated to reach 240 muollon kilowatts at 
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Aword the Adverse Impact on Ecology and b nvironmeni 
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Academy of “renee. and the Srentifh Mesearnh laety 
tute on Protecting ( hang J Water Mewearces poemtty 
compiled 4 report on the te the Three Cronges 
Propert will have on the covironment ehnh hes been 
ehamined and approved by the Mate Bureau of Environ 
mental Protection The reeulte enaiile we to acquire an 
overall uadertanding of the vmpact the Three Crorges 
Propet ell have on the environment 


We belvewe on analysing the pros and cone Three Crorges 
has on the environment more efforts showld be made to 
study the pussies adverw eflects and comecrentvowsly 
stud) corresponding measures (ln adver effects par 
thwlat attention vhowkd par to probbeme that may occur 
if the feeettioment of people and tabe effective measures 
to avord them 


In the Course of buriding Uc Three Crorges Progect) more 
than | million poopie need to he related Mall of them 
ate rewdents oe towne and township and the other half 
rural rewdents Relocation of (ite and towne generally 
Sen Ge ee a 
and town reedents vet production conditions will 
have to be rearranged for rural rewdents as the reservour 
will submerge (60 000 mu of cultivated lands (including 
110.000 mw of paddy felds) and 750.000 me of orange 
and tangerine fields The rural poopie to be relocated and 
the lands to be submerged « atter among | 9 counties and 
cites around the fevervon arth a penphery of ) GOD km 
the proportion of lands to he submerged in cach county 
of city © fot large and fo township will be submerged 
enurely The « o favorable aspect But « should be 
noted at the same time the 1 one of Ihe most impover 
hed arcas in the Country where indrecrimnate cultiva 
tron and if the past has brought a grave wtuation 
to the gical environment tf we do not have o 
unified plan and leadentip over the resettlement of 
people teil! certainly encourage indiscriminate culty 
vation and lagging and worven the ecology and environ. 
ment From another perpective it ell aleo be the best 
opportunity to reform the local environment and help 
people ect nd of poverty and become nich if the huge 
amount of investment in resetiioment can be used under 


and for all the people affected by the rewettiement 
adopt the principe of developmental resettlement 
"to way we should make overall arrangements 

poopie in term: of production and livelihood and create 
conditiom for the long-term development im the rever 
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are ferme Being Comprion and ceamined um tude /pingpe 
wm Shue s Mn diane Mechuan on halng hang and 
hrangye © Munans Ls Shu 


| paseo the five queetronm alow only tor reference tn 
short through appranal of the Three Crores Propet we 
have further roalired that eater rooune « an under 
tabing for mankind to adaptto wile color caphore 
and protest the water cavironment a han onduetry on 
the fHatronal coomemn) and an important subeystem on 
the major svetem of devel fi oof population 
eoonemy and cavironament | top mOns On water 
comeervation preceely reflect vanow aspects of the 
system We showk! through widely abworting different 
aprons try our Beet to make our undertanding in line 
with reality and reduce mistakes in work 


Se aeaitey Captemeatatien fo Mae Glieh 


The comptetion of the Three Crores Propect feasetality 
repert ew oonly the fet pha in undertanding the 
propect Hire etell necessary to heck replenish and revise 
out orgmnal understanding in the coun: of organizing 
implementation The appranal work on Three Crores 
Propect a Compin ated systems cnginecning progect the 
orpani ation of umplemention a hgger and even more 
compli ated system he proyert We must fully 
averse any prrsertyle vite. 19 organising implemen 
tatron and must never lower our guard 


Through appranal ee deeply underntand that 11 under 
the wxsaleet system that a proyect like the Three Crorges 
which transcends regrom departments and centuries 
can be more hel) realized Therefore only by genuinely 
eying scope to the advantage of (he wxcialist system can 
ee guaranties the completion of the propect 


While talking on genuinely giving full play to the advan 
tage of the socralret eyetem ee refer to the fact that m 
many thongs im our work at present er have not really 
ven full play to the advantages of the sacsalist system 
© guarantee the victonouws completion of the Three 
Crorges Propect: we must guard against wach an unhealthy 
Phenomenon For metance wace the Three Crorges 
Proyect transcends regrom and depariments it requires 
the regrom: and departments involved to proceed from 
the overall wtuatron on cverything and highly promote 
the spent of wnrty and cooperation and never degenerate 
inte any form of departmentalwm The Three Crorges 
Propect spans thes century and will last into the neat. and 
thes requires leadervtup at all level to atrengthen rule by 
law and ensure the continurty of pohors and plans We 
should never allow politi. to follow the of 
persvonnc! of alter poles and plans at ell Mhe 

CGrorges Proyect  gigante on wre eth a long tome heme 
and thes requires morc hard work careful organization 
and umproved ecfficrency We should try our best to 
shorten the propect tome lime and ec should newer allow 
laity and sluggrshnew and thus mim an opportunity 
The Three Crorges Propect will be an emportant provect of 
the whole country with huge mveciment and larger 
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and materials and thin requires 
of the prmcipte of hard orgie 
of busking the Country trough 
We should allow fo waste and 
vagance call for making Comtributioms to ihe bey 
Prajyect. and prohibit the wea of taking acy antage of (he 
siate The Three Crorges Proyect i compinated on tech 
fology with a w@nificant impact and thes requires otrn | 
obwery ance 
should 


it 
i 


4 
: 
: 
: 


of wvence and safeguarding of quality We 
abworh advanced technologies and manage men! 
from at home and abroad and never mess 
up by giving wrong orders oF acting fecklewsly on 
violation of wrence 


: 


To thes end | rane the following propenals 


Bask consiruction procedures must be wre th 
otwerved In the feasibility reper wee propose that thn 
capital construction procedure for the Phree Crorges 
Project 1s as follows After the approval of the feayitelity 
report. an overall prehminary dewen mm to be made 
Based on the preliminary dewen approved oe should 
pul forward the techawal dewens of separs propo ts 
and. after thew approval. start work heed on thy 
detailed work charts Therefore it the corrent ae a | 
seeson approves the feasibility report as ihe feat wep 
we should do a good job in drawing prelimnan plans 

vant after the preliminary plans ar 
approved and included in the state plan 


2 Under the direct leadership of the State Counce we 
project commanding hod) 
unified commands on the prope. | 
construction and on the fesettioment of 
people This body should have high efficrenc) work on 
the spot. and can caer effective Coordmatron and 
command over related departments and region: 
out 


; 


the spirit of reform atworh ads anced 
management capenences at home and abroad wl up a 
mechani to mobilize the initiatives of the ast num 
bers of masses and cadres and define the rowponmetelity 
of leadership at varvous levels 


4 Use the progress of scrence and technology) to guar 
antec the building of the Three Crorges proyect: and 
promote our countrys advance im scremce and tech 


Three Gorges Progen 


S Strengthen social ideological education and the 
burlding of spiritual civilization and sc! up food work 
vies if Propect Construction 


| behewe. under the leaderstup of the (CPC and given the 
system with Chinese characteristics we wll 
surely be able to accomplish another hrston tab for the 
Chinese nation—victonousls complete the Three 


Crorges Proyect' 





JPRS AMO) O40 
14 daly 109) 


FOREIGN TRADE, INVESTMENT 


Seip Ghetacs Vo Gauteng Comme GAT 


VC Lads Beging GUANLI SHUJTE (MAN AGEMENT 
WORLD) in Chinese No) 24 Mar 902 pp aii 


th Word Bank . Menwtry of Finance 
Hackground and Mayor Obstacles to China's Resuming 
GATT Status”) 


[Eacormt! [Passage omitted) 


(Hh) Consderation of Several Issues Regarding ( hina» 
Resumeng of (GATT) Status 


| Why ded China not participate promptly wn GATT at 
that time’ 


We should analyze this question from the perypecti ves of 
internatronal polities and economics and the Contempo 
ran caternatronal and domestx situations 


Woh regard to the international situation certain 
Western cowntnes (the most representaive of which i 


Yasucts by Feng Yushu (7458 GOS6 5771). affiliated 
| Department 


: 
; 
| 
2 
rtf 


} 
i he 
al 
Paty 


ma) was to stinve to restore membership in the 
Nations As for yornmng international ccoonomin 
catvons related to the United Nanons (eg IMF GA 
etc). that had to wart until membership im the U 
Nations was restored 


Domestically (hina had no chore 


23 


: 


and (arr) owt economic construction while faced with 
cconomn Dlockades by impenalist countnes The 
guiding ideology of economn construction was an 
emphasis of standing on China's own feet Thus foreign 
trade accounted for but a small portion of the national 
coonomy In addition. at that ime China's foreign trade 
poly was mtumately connected to diplomacy GATT 
stipulated most favored nation treatment were ( hina to 


bhgations membership 


+ At the eeme tome under the influence of the Soviet 


Lnmon. China availed GATT. the World Bank. and the 
IM? as tool of impenalet countnes for economn 


eaploitation 


) Why does China want to apply to resume GATT 
Matus’ 


(in 10 January 1986 Arthur Dunkel. secretary general of 
GATT received an invitation from the Chinese Govern: 
ment to viet China The premver of the State Council at 
the tome represented the Chinese Government in a 
meeting with Mr Dunkel and officially stated that in 
order to meet the needs of the policy of opening to the 
outede world (hina hoped to restore its status a6 @ 
tory to GATT These talks aroused imterest in 
China and abroad (On |) July 1986. Ambassador Quan 
Jiadong (6929 ORS? 2699) of the Chinese delegation to 
the United Nations in Vienna referred Mr Dunkel to 
China's application to restore its status It 1s the author's 
opinion that China's mann considerations in desring to 
restore GATT status were first. the need to expand 
foregn trade In 1978. the Third Plenary Session of the 
\ith Central Committee Meeting of the Communist 
Party proposed a policy of undertaking economic reform 
and opening to the owtwde world to vitalize the domestic 
economy This greatly enhanced the postion of 
trade to (China's nathonal economy After opening to 
outside the total volume of import and caport trade 
swiftly increased of which trade with GATT members 
approximates 4) percent of Chinas total foreign trade 
However wnce China was not a GATT member we 
could not enjoy certain GATT preferences in caport 
markets Second the dewre to fully particepate im inter- 
national economic activities In 1980. Chena resumed its 
status im the Internatronal Monetary Fund and the 


opening to the outwde world (hina naturally 1s consid: 
ering jorning GATT om order to participate fully in 
international ecconomen activities since the IMF and 
World Bank are closely connected to GATT © as to 
coordinate internatronal economn policy Moreover. the 
loans obtained largely are connected to trade Third. to 
oppose trade protectionism (Crreater trade protectec- 
tronim on the part of Western countnes has meant 
unjust treatment for ( hina’s export products by many 
GATT member sates For cxample. the EC places 
unilateral quanti) restnctions on many Chinese prod- 
ucts Some Chinese caport products are by 
importing countnes at rates higher than other countnes 
antidumping sales taxes China cannot utihze GATT's 
multilateral trade system to effectively resolve trade 
disputes China 6 at a disady in bilateral talks 
since it  nevther a member of GATT nor bound by its 
laws and regulations Expenence «ith the International 
Mult)-Fibre Agreement (MFA) made China see some 
differences as to whether one was a GATT member. 
bringing ( hina to be determined to become one After 
yornmng MEA China had an advantage when in 
textile product negotiations with Western countnes Cer- 
tain restrictions on some ( hinese textile product exports 
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were lifted after negotiating Furthermore Sine 
Amervan trade teatile products were 
rather well resolved MEA Fourth to complete 
Chinas commercial information network Ay a real 
international trade organization! GA TT possesses com 
prehensive workd economn and trade information such 
as the trade polices. laws and regulations of member 
sates. bilateral trade agreements. trade statistics ct | 
an important place for China to understand and collec | 
reformation In addition, if China youns GATT it will be 
qualified to receive general preferential treatment from 
the United Sates 


2. Otatactes to Negotiations on Reseming borme: 
GATT States 


The basi stand of the Chinese government in repeated! 
reapplying to resume its position as a signatory Country 
to GATT can be summed up as “three principles for 
resuming negotiations” First, China shall regain her 
former position in GATT by resuming it Second. China 
commits to substantive negotiations based on customs 
tas reductions and concessions Third. China secks to 
enjoy wmilar treatment as other eee Speen 
countnes In the five years since China tally sub. 
mitted an appheation in July 1987, tive steps have 
been taken by both China and GA 


(in |) February 1987. the Chinese Giovernment sub 
mitted a “Memorandum Regarding China's Foreign 
Trade System” to GATT It mainly concerned reform of 
(China's cconomic system, the policy of opening to the 
outside world. foreign trade policy, reform of the foreign 
trade system. the customs tanff system. the commodity 
mmspection system. the import and caport hoense system. 


decided to establish a special work group to review 


signatory countries were 
yon its work The group s 


China's rghts 


and responsibilities in GATT, (3) arranging for China 
and GATT signatory countnes to engage im customs 
tanff reductions and concessions, (4) submit a proposal 
to the GATT board of directors regarding China's status 
as @ signatory country to GATT 


In | 988-89. the Chinese Government sent cight deicga 
trons to participate im work group meetings on the issuc 
of China's apphcation Organized by the Ministry of 


Forergn Economic Relations and Trade. officials partic 

ipated from the Ministry of Foreign Affairs. the ( ustoms 
Office, State Planning Commission, Ministry of 
Finance, SEZ Office of the State Council, State Foreign 
Exchange Control Bureau, State Pricing Administration 
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Bureau “Mate ( ommodity Inapection Bureau State Sta 
tists Bureau Sate Commianon for Restructuring the 
boonomn System and agencies of the State Loonomn 
Commioesnon The meetings generally reveewed ( hina’s 
lorcgn trade system memorandum The ( hinese delega 
toms responded to nearly 2 000 questions posed by the 
MeEnatory Counties 


| A legal mewe fo resume GATT status of enter anew 


Before analysing the legal msue we should clarify two 
related basn facts Port although (hina has been con 
nected to GATT tor more than 40 years, this fact does 
hol mean that China tacitly approved Taiwan's with 
drawal in }990 Second. although historically there are 
great difficulties to resuming China's status wn GATT. 4 
is Hol possible to require China to enter anew This is 
because GATT differs from the traditional meaning of 
an international organization composed of mmidividual 
member countries As the term suggests. it involves 
contractual agreements Historncal resumption of status 
refers to resuming status as a member since the founding 
of new China There are major practical obfystactes to this 
method Legally at the time Tamwan withdrew. it did wo 
following GATT regulations and GATT accepted its 
withdrawal If one now wants GATT to rescind a past 
decision. |oam afrand that this will engender debates 
about the legal effect of GATT decrsons Tt is very 
difficult to resolve thes issue left over from history 
Economically in the past four decades the economies of 
China and the signatory countnes have changed greatly 
Countries that negotiated with China on customs tanffs 
have rescinded tax reductions and concessions To 
resolve 40 years of Chena’s nights and obligations in 
GATT « also truly very thorny For example, should 
(hina pay up more than 40 years worth of dues” To join 
anew would mean asking China to enter in accord with 
GATT article 3) But thes omphes that China tacitly 
approved of Tarwan's withdrawal as legal and effective 
Politically this «s very unfavorable for China China 
cannot adopt this method of yornmng GATT 


It should be noted that GATT differs from some inter- 
national organizations that have resumed ( hina’s lawful 
membership status For cxaample China resumed its 
status in the World Bank and the IMF because cond:- 
trons were there and rt undertakes the responsibility to 
pay a share It does not involve bilateral negotiations 
with other member countnes The contractual nature of 
GATT ws that cach country must undertake certain 
responsibilities before it can enjoy semilar nghts There- 
fore, (hina must negotiate directly to resume tts status in 
GATT to enjoy the nghts of membership 


2 An cconomin issue Methods of undertaking respon- 
sibilities 


Any country that jours GATT must undertake certain 
responsibilitics [tors only the methods of undertaking 
responsibility that differ The practice of GATT shows 
that countries with centrally planned economies could 
use methods like Poland or Romania. which agree to 
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increase imports. or like Hungary which agrees to cus 
tomes tanfl reductions and concessions 


Of course if China agrees to increase imports, this would 


concessions. Many sugnatory countries would worry that 
the economn sll has not created in China a 
market mechniwm. so this method would not allow 
China to open its markets to the signatory states 


Whatever responsibilities China undertakes to join 
GATT. the matter 1s directly realted to the vital interests 


China's admission in principle However, on the 
hand they fear that China will hop 
yong GATT, China will use its most fa 
Matus to obtain advantages. making them unable 
retahate On the other hand. they also 
advantage of China's admission. grab some real benefits. 
and throw open the door to China's markets 


\ The selective safeguard clause 


People generally call GATT article 19 (emergency 
restrictions on the importing of certain products) the 
“safeguard clause © When a particular importing country 
imports a large quantity of a certain product to the extent 
that its own domestic production suffers serous injury. 
the country in question can adopt emergency restrictive 
measures on the imports of thes product in order to help 
domestic industry overcome the temporary difficult 
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tions on a selective basis They independently restrict 
exports from certain caporting countnes, constituting 


tions continue at the U/raguay round 
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— by Hua Jusian ($478 $468 0103) “Population of 
Minorities in China Increases Rapidly | 


[Text] China's ethan minority population has been 

growing rapidly at a time when the economin develop- 

ment of minority nationality areas i making great 

progress Findings of China's population census in 1990 

show that Mainland China's ethan minority population 

has reached 9! 2 million or more. an increase of 35.53 
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total population rather than any growth over more than 
a thousand years Within the 600 year from the middie 
of the 14th century to the 20th century. the Tibetan 
population in the Tibet Autonomous Region [as pub 
lished| remained within | milhon of wo In Nenpang 
there were approximately | million KRazake in 1518 but 
there were only 0 44 muthon left in 1949. a dechne of 
percent With regard to the Meshen nationality in the 
Northeast the on was approsimately |) 000 
during the cogn of Emperor Kanga: of the Qing Dynasty 
but there were only litthe more than WO lefiin 1945 and 
they were facing catinetion 


Since the founding of New China the Chinese Crovern 
ment has taken a number of vigorous measures to 
Promote Minority Natronalities coonomn development 
For instance in laying down programs for natronal social 
and cconomn development polos of lewenmng oF 
remitting burdens and rehabilitation are carned out in 
ght of the minonty matronality areas situation charac 
teristics. and needs minority nationality areas are 
encouraged to formulate policies to promote production 
in ght of local corcumstances developed provinces and 
regions along the coast and in intand areas appropratc 
assistance 1s fendered minority nationality areas and 
Minornty nationality areas are opened up to other parts 
of the country and foreign countries w as to accelerate 
the caplontation of ther plentiful resources These mea 
sures have vigorously promoted minonty natronality 
areas cconomn development with a remarkabic 
improvement in the working and living conditions of 
peasants and herdsmen as well as a substantial increase 
in ther living standards In 1990. the per-capita income 
of peasants and herdsmen in minonty nationality auton 
omous areas was 548 yuan. an increase of 237 yuan 
compared with the average amount in | 984 Taking 
Tibet as an crample the state granted financial subidies 
totaling 14.5 tilhon yuan from 195) to 1990. while 
investments in infrastructure construction amounted to 
42 bilhon yuan With strong aid from the state. the 
overwhelming majority of Tibetan peasants and 
herdsmen have solved the problem of imadequatc food 
and clothing. and some have become nich According to 
the 1990 sample survey conducted in Lhasa ever 
hundred households owned BK color television sets B4 
tape recorders 24 refrigerators and 4) washing 
machines 


Moreover in order to accelerate the development of 
Minonty nationality areas production and the improve. 


fatvonality migrate from primeval forests in moun. 
tarnous areas of Yunnan Province where they had lived 
for generations and assisted them in building nce 
houses and opening up farmland with regard to the Yao 
hatronality in some areas of Cruanga: and ( 

well as segments of the Hu: 
state helped them migrate from impovenshed arcas 
which were short of drinking water and farmiand to 
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areas with better natural conditions with regard to 10 
hatronalities including the Mongols Tibetans and 
Kasaks who are engaged in animal husbandry ther 
homadn lifestyle of moving from place to place on search 
of water and all year round has heen gradually 
changed ing them to settle down while gracing 
livestock In inner Mongolia which one of (he five tg 
Pastoral areas M0) percent of herdemen lived in Mongo 
han yurts 10 years ago because of a nomadn life bur 
nowadays 9) percent of them live in settled sites with 
an average per-household living space of BO square 
meters 


The improvement of working and living conditions has 
enabled the cthan minority population to grow rapidly 
In 195). when Mainland ( hina’s first population census 
was conducted the ethan minonty population was 
18 3) millon, accounting for 6 0) percent of the maim 
land's total population im 198) when the third popula 
thon census was conducted the cthan minority popula 
ton was 67 219 millon. accounting for 6” percent of 
the total population in 1990) the fourth nationwide 
Population census registered an cthan minonty popula 
thon of 91 2 millon accounting for § percent of the total 
population across the country The total population of 
the Tibet Autonomous Region at the time of peaceful 
heration in 195! was a mere | OS millon After the 
peaceful lheration the state carned out a range of 
policies and measures to boost production and 
encourage childbirth bringing about a rapid growth in 
Tibet's population in 1990 when Marland ( hina s+ 
fourth population census was conducted the total pop 
vlation of Tibet had already reached 2 196 millon. or 
more than double of what 1 was of that population 
2 096 millon were Tibetans accounting for 95 46 per 
cent In comparison eth the mitial penod following 
peaceful liberation the Tibetan population on Titet has 
mereased by | 096 millon of 110 percent 


Developing Medical and Public Health Services 


One of the mayor causes of high mortality among cthon 
minority populations «= a shortage of medical service 
personne! and medicine Since the founding of New 
China, i order to case that shortage. the Chinese Cros 
ernment has been vigorously developing medina! and 
public health services in minority natronality areas thus 
effectively maintaining the health of the minonty 
Natvonality masses 


There 1s an cthan minonty population of |) M4 millon 
m Yunnan Province which accounts for one third of the 
total population Before lheration Yunnan «as best 
known for from the widest range of discases 
Starting from 195) the government has direpatched 
several hundred medical seers ice teams to remote thickly 
foresied mountains to provide medical services to the 
people of minority natronalities there and help the local 
people sct up hospitals Nowadays more than | 0) 
publ health organizations such as howprials clinics 
health centers and cmdema prevention centers havc 
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been wet up rn Yunnan In those nationality areas nick 
named the home of communicable subtropical dis 
cases. such as Semao. Dehong. and \ishuangbanna. the 
incidence of malaria and the endemic disease of gost s 
kept below four per 10.000 Meanwhile children of all 
nationalities are notified in a timely way to obtain 
vaccinations against diseases. which has enabled 
Yunnan to become the first Chinese border province to 
reach the 8S percent ummunity rate set by the WHO) In 
addition public health departments vigorously practice 
the new method of midwifery commonly used 
throughout the world. with a success rate as high as BK 4) 
percent thus reducing the incidence of tetanus to a mere 
OSS percent: which 1s the lowest in the mainland 


With regard to public health services. the government 
also gives preferential treatment to some nationalities 
Chinas public health services are confined to laborers in 
statc-owned units and college students. but for minority 
nationalities with small populations like the COragen 
nationality and for the Tibet Autonomous Region. a 
fully subsidized public health service system is imple. 
mented which includes diagnosis. supply of medicines. 
hospitalization. and in some areas. even free food service 


during hospitalization 


With strong support from the state. there have been 
tremendous increases in public health organizations. 
hospital beds and medical service personnel According 
to | ORR statistics concerning Minonty nationality areas. 
there was an increase of 440 percent in public health 
organizations. 140 percent in hospital beds. and 470 
percent in medical service personne! [date from which 
increases Measured not specified) and the pace of devel- 
opment of most areas had surpassed that of the other 
parts of the country In addition. the government has 
heen setting up itrnerant medical service teams in eco- 
nomically developed arcas to provide medical services in 
minonty nationality areas Positive measures have been 
taken to prevent and control such epidemic diseases as 
smalipox tuberculosis leprosy malana venereal dis 
cases and brucetiosss which are common in minornty 
nationality areas and some diseases have basically been 
eradicated after vears of efforts The development of 
medical and publ: health services has brought about a 
sharp decline in mortality rates in minority nationality 
areas According to China's fourth population census. 
conducted mm 1990. Tibet's mortality rate was 9 2 per 
thousand a decrease of | 88 percentage points as com. 
pared with 28 per thousand during the initial penod 
after peaceful liberation the average lifespan has 
mereased by 2) 8 vears as compared with that before 
peaceful lheration 


Special Popelation Policy for Minority “Nationalities 
Planned parenthood « one of China's basic national 


large cites and then 
rural areas ae cute ten of Gs ution tatan > he Han 
the overwhelming 


nationality which constitutes 
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mayonty of the national population With rd wo 
minority nationalities, from the 1950's to the 1970's, the 
authorities concerned adopted the policy of “population 
expansion’ rather than planned parenthood Since there 
was a gradual growth in population. both minority 
nationalities and minority nationality areas themselves 
called for planned population growth In light of this 
actual situation, the Chinese Government started imple- 
menting the planned parenthood policy in minority 
nationality areas from the |980's onward 


China's planned parenthood policy 1s Advocating the 
principle of only one child per couple for the Han 
nationality, while relaxing restrictions for minority 
nationalities and permitting couples of minority nation. 
alities to have two to three of even more children cach 
To what extent the policy 1s relaxed 1s defined by local 
governments in minority nationality areas in accordance 
with their local specific situations For instance. Yunnan 
Province, which 1s situated on the southwest border and 
is inhabited by a wider range of minority nationalities 
than other parts of the country. practices the following 
rules for planned parenthood ( ouples of minority 
nationalities in inland areas are allowed to have two 
children each. those who live in high and frigid moun- 
tainous areas near the border are allowed to have three 
children cach. and no restriction 1s imposed on minority 
nationalities along the border In the Cruangsx: Zhuang 
Autonomous Region. it 1s stipulated that For such 
minority nationalities with small populations as the 
Shui. Y:. and Gelo. each couple 1s allowed to have three 
children. for such nationalities as the Miao. Yao Dong. 
Maonan. and Cielo [as published). cach couple \s allowed 
to have two children. and individual couples who have 
practical problems are allowed to have three For the 
Zhuang nationality which 1s the most populous among 
all the minonty nationalities in China. the principle of 
one child for cach couple applies to them as 11 does to the 
Han nationality However it 1s also stipulated that the 
relevant authorities can systematically allow some 
leeway so that cach couple is allowed to have two 
children in some of the Zhuang nationality villages 
where there 1s sparse population over a vast area. a lack 
of labor and transportation facilities. and poor medical 
service standards 


In addition. the authorities concerned have also given 
special consideration to minonty nationalities with 
regard to marnage in relation to the planned parenthood 
policy The “Marnage Law” provides that the legal age 
for marrage 1s 22 for male citizens and 20 for female 
crizens in China With regard to minority nationality 
autonomous areas. however. cach locality can formulate 
its Own marnage ordinance in accordance with local 
residents religous beliefs and customs In general the 
legal age for marriage 1s two years carlrer than that for 
citizens cleewhere. namely. 20 for males and [8 for 
females 


Nowadays in Mainland (hina) minority nationalities 
have the biggest centenanan population groups and the 
highest birth rates and natural population growth rates 
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The areas with higher population growth, which account 
for nearly one-third of China's total area, are mostly 
areas inhabited by minority nationalities Fifty-five 
minority nationalities in Mainland China are marching 
toward civilization and aMuence with unprecedented 
prosperity and development 


AGRICULTURE 


Heilongjiang Paddy | ields Suffer Drought 
SK060608 389) Harbin HEILONGJIANG RIBAO 
in Chinese 2? May 92 p | 


(By Yao Y: (1202 0001) “The Province’s Paddy Fields 
all Seriously Short of Water’’| 


{Excerpts} Our province's paddy fields are suffering a 


that are suffering a serous drought to discuss the coun- 
termeasures for dealing with these problems. 


According to statistics, the 2. 8 million hectares of fields 


im the prefectures and cities of a 
yang. Suthua, Qiqihar, and Jiamus: are 


nvers of Muling, Hulan, Lalin. May. Weiken, and 
Chuoer, is lower than in the past. Of the 7,700 rivers in 
Mudanjiang city known to be nch in water, 5,300 are 
without flow There was no accumulated snow last year. 
the province enjoyed little spring rainfall this year but 
suffered a gale, water accumulation in nvers was less and 
has evaporated rapidly, and the utilization rate of water 
conservancy facilities has declined because this facilities 
were destroyed by flooding last year All of this has 
intensified the water shortage 


According to the drought situation this year and the 
expenence gained by various localities in combating 
drought. comrades from vanous prefectures. cities, and 
counties contended at the forum that we should adopt 
the following countermeasures 


| We should speed up the repair and reburiding of water 


conservancy facilities destroyed by flooding [passage 
omitted] 


2 A good job should be done in dry sot! preparation and 
transplanting mce with a one-time supply of water 
[passage omitted] 


3. Efforts should be made to popularize the new technol- 
ogies of breeding seedlings without water. carrying out 
sparse transplanting. and irrigating ficids in a rotation 
manner and with limited water in order to save one third 
of the water supply [passage omitted] 
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4. A good job should be done in allocating water in a 
unified way and broadening the acreage of irrigated 
farmland [passage omitted] 


Shift to Smaller Agriculture Machinery | rged 
920 04394 Beying JING CANKAO BAO in Chinese 
JO Apr 92 pl 


[Article by JINGJI CANKAO BAO reporter Xia Ri 
(1115 2480) ‘Flip-Flop’ in ultural Machinery 
Market Prompts Ministry of Machine Building and 
Electronics To Advance New Requirements for Restruc- 


turing’) 


[Text] Recent coverage of the farm machinery industry 
has brought it to our attention that a “flip-flop” has 
occurred in China's farm machinery needs This phe- 
nomenon is primarily revealed in the fact that 10 oF so 
years ago, as the output-related system of contracted 
household responsibility was being implemented. the 
focus of the product mix in agricultural machinery was 
moving away from large-scale and medium-scale models 
toward smaller models, and away from grain farming 
machinery toward machinery that could meet the needs 
of a diversified economy By contrast. in the past couple 
of years, as our dual focus on both centralized and 
decentralized economic spheres has expanded rapidly 
and our social service system has grown, the variety. 
technological sophistication. and quantity of new large- 
and medium-scale models of agricultural machinery 
have not kept pace with farming demands 


To counter this situation. the Agricultural Machinery 
Engineering Department of the Ministry of Machine 
Building and Electronics, which oversees the farm 
machinery industry. advanced new guidelines for 
revising the product mix. These guidelines call for us to 
focus on developing new models of large-scale and 
medium-scale farm machinery at the same time as we are 
improving small-scale agricultural machinery and 
secking to satisfy machinery needs for the diversified 
economy 


The practical thrust of these guidelines is that our 
primary emphasis must be on the development of large- 
scale and medium-scale agricultural machinery to serve 
the grain production sector We must succeed in 
absorbing and assimilating the technology imported in 
large- and medium-size wheeled tractors. we must mod- 
ermize and improve the outdated tractor products we 
now produce. and we must hasten the pace of mode! 
replacement. In particular, we need to embrace the 
development of products we lack or are short of and as 
quickly as possible build up productivity We also need 
to arrange for the development of 30 different kinds of 
key machinery. including trench diggers. pipe-laying 
equipment. combine soil preparation and precision 
dniling machinery. water-saving models of water con- 
duit equipment. nce and corn combine harvesters. grain 
drying equipment. seed processing machinery. and com- 
plete large-scale grain storage facilities 
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Rural lancome, ( onsumption | p ist Quarter 199) 
Beyine JINGI CANKAO BAO in Chines 
30 Apr 92 pl 


[Arucle by JINGJTCANKAO BAO) reporter Zang (hua 
nazhi ($258 O278 1807) “Rural Residents First Quarter 
Cash Receipts Increase, Peasant Consumption Level 
Continues To Improve} 


{Text} According to a State Statistical Bureau survey of 
67,000 peasant households in 29 provinces Cities. and 
prefectures, in the first quarter of 1992) rural residents 
enjoyed a substantial increase in income and a continued 
rise In CONSUMPTION level 


In the first quarter of 199). per capita cash receipts for 
rural resents averaged 228 | yuan. up |!) } yuan. of 
15.9 percent, over the same period of the previous year 
Adjusted for inflation. this represents a 149 percent 
jump in real cash receipts Lookeng af the promary 
sources of income. in the first quarter peasants received 
an average of 35 yuan per capita from the collective 
centralized cconomy. up 19!) percent over the same 
penod of 1991 The average per capita household 
meome was 1606 yuan, up 15 4 percent over the same 


period of 199? 


As cash receipts rose for rural residents peasant con 
sumption. after having fluctuated for (he past two years 
began to rise. In the first quarter the average per capita 
cash outlay on consumption among rural residents was 
138.9 yuan, up 16.8 yuan. or 13.8 percent. over the same 
penod of 1991 Adjusted for inflation the real increase 


was |) } percent 


The peasant consumption mix also showed a new shift 
In the first quarter peasants spent an average of $7 6 
yuan per capita on food (up |S 2 percent over the same 
period of 1991), 26.3 yuan on daily necessities (up | 3.8 
percent), and 15.4 yuan on services and other noncom. 
mercial capenses (up 16 4 percent) 
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Hainan Grain System Reform Appears Successful 
Beqing JINGH] RIBAO in Chinese 14 Apr 8p! 


| Article by JINGJT RIBAQO reporter Gao Y unquan (7559 
061 3123) “Cram Market Is Stable. Peasant Enthe 
viasm ts High) Maman Cirain System Reform Appears 
Successful] 


[| Text) In May 1991. Manan became the first province to 
reform grain buying and selling prices Since then the 
grain market has and the average price of grain 
in the country market » hot only has not riven but 
on the contrary has shghtly compared with pre 
reform prices 


Aficr Hainan. with a mere 6 million people became a 


province it capenenced a negative grain trade balance of 
=) Se oP & xe. | 1. the amount had 
increased to million to total provincial 


revenues for the year After a thorough study and anal. 


ysis, Hainan quickly proposed a three-stage process for 
restruct 


instituted identical The 
stage drawing the state macroeconomic plan guid. 
ance euudied on 

| January 1990. 


grain on! buying and selling 


Significant progress has been made since Hainan began 
grain price reforms First of all. peasants are now more 
motivated to produce gram resulting in a 44 percent 
jump in gram production im 199) At the same tome. the 
province has been able to save more than 20 millon ke 
of gran per vear 
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Tibetan Region Official Urges Training Quality 
OO MOI A Lhasa IZING RIB AO in Chines 
26 Mar ) Apr %? 


Article by Tibetan Military District Deputy Chief of 
Zhe brong (2678 0099 2847) Binet Discussion of 
the Improvement of Fight Elements in Military Trarming 


Quality) 
|26 Mar 9) p 4 


[Text] Military traning 1s the most fundamental prac 
teal activity mm the burldeng of the armed forces In 
emphasizing a policy for hurldonge quality in Chona’s 
armed forces. the ( central Military Aflairs ( omission 
otyectively poses higher demands for military tramunge 
Quality Only by raring the quality of military traning so 
that the two main clements im building the armed 
forces—the organi and high quality Combination of 
personne! and maternials—<can the burlding of quality 
armed forces be posible However the ways of gong 
about buriding military trarning quality are numerous | 
beheve that improving the quality of military traning 
requires devoting cflorts to. spending energy on. and 
pudging returns from the following cxght factors 


1. Need For Quality ( onschowsmess on Military | raining 


The importance of military traning must be understood 
im strategic terms With the break up of the Soviet 
Limon. the world has become multipolar Although no 
world war will break owt for now limited wars and local 
wars are unavoidable In order to ensure the unimpeded 
advance in China's four modernmirations and avord the 
armed forces becoming too great a burden that hurts the 
nation’s cconomic take-off) burideng the armed forces 
must be done as 11 was during the Yan an penod SO years 
ago. We must take the road of burldong a crack army. 
emphasizing quality Only by emproving military 
traming. raising the quality of traning as a means of 
accelerating survival and improvement in combat capa- 
bilities. cach soldier berg able to do the job of another 
soldver. cach being able to both attack and defend. for the 
development of a crack force can we meet the needs of 
the international and the domestic situations as well the 
requirements in developing the national economy We 
must look at the correct place of mulitary trarning in the 
work of the armed forces in terms of building a quality 
army Personne! of al! kinds and at al! levels must fully 
appreciate the key position of molitary training They 
must wive the problem of how do other work while 
concentrating on this key task onstcead of concentrating 
on other tasks while pertorming thes kcy task They must 
make (ramming a part of overall planning. and conduct 11 
m a coordinated way This means that improvement in 
the quality of military tramning on the armed forces must 
he given first place when inspecting military traning It 
must be made clear that improvement of the quality of 
military traming 1s an important part of the implemen. 
tation of the Central Military ( ommussion’s policy of 


burlding quality armed forces 
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2. Need for High Quality Trainers 


lia man wants to work with won, he must be tough 
himself there are no poor soldiers under a good general 
Everyone from those in charge of tramming to those who 
provide the imstruction must be people versed in 
training Traming personne! and permanent cadres in 
particular must personally possess superb qualifica 
tions They must possess exceptional shill in tactics and 
skills of varrous kinds. and be models with the ‘three 
skills” [skill with the gun, with artillery, and with tech 
nology]. and the “four abilities” [si hur 0944 2585) Cine 
can imagine the quality of training in a unit in which the 
leaders do not understand training. and the trainers and 
permanent cadres do not know how to go about orga 
nizing trang Therefore, 1 1s most important that 
personnel who give training perfect thei own capatil 
trees. They must lay a solid foundation in warfare and 
technology. learn step by step, and strive for accuracy, 
standards. and proficiency in tactical and technical 
action, and constantly improve Second there is the need 
for those who organize training to learn the art of being 
“able to teach” They must diligently study training 
results from use of the Guilin teaching method 
throughout the armed forces. thorough!) study training 
guidance methods, learn one skill at a time. and strive to 
fashion a standard, yet distinctive traming course and 
methods Third is the need for those who give trarning to 
meld into traning practices the art of being “able to do” 
and being “able to teach” Guo Xingfu jo753 528! 
4395}-style teaching cxapernences should be applied 
repeatedly practicing, painstakingly cxploring. really 
achieving. being able to cxpress oneself and stressing 
“excellence”. being able to perform. stressing persever. 
ance and being able to “teach,” and working out ways of 
being “flexible © In doing ideological work, the emphasis 
must be on “thoroughness. This 1s the only way that an 
overall nse om the quality of military training can be 
assured 


3. Need For Quality Standards For Training 


Like everything cise. military tramning is founded on a 
certain quality and quantity However, because some 
units do not have a very good concept of the need to 
conduct traning as prescribed. tramning 1s erratic in some 
units For example they change traning plans at wil! 
shorten traming hours. abridge the content as they 
please. and lower standards to suit themselves. Such 
practices cxrst mm military units to varying degrees It 
must also be noted, in particular. that in some units. the 
number of troops undergoing traning. the content of 
training. and the hours of training were all completed as 
prescribed. yet tramning quality was not high and could 
not stand the test. It must be made clear that the essence 
of the “four implementations” im traming 1s quality 
Only when quality 1s implemented can the other implc 
mentations have any real significance In judging how 
well a unit has been militanly tramed. the quality of 
training must also be the main basis All levels must fee! 
a sense of urgency about pressures for quality. improve 
their direction of trang. improve their inspection of 
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irarning. and improve analysis and study of tramung, 
raining work thereby following a strict, unified, and 
standard road in which attention to quality is foremost 


|? Apr 92 p 2] 


4, Need To Take the Quality Road in Training 


In recent years, China's swimmers have made a splash in 
hoth Asian and world swimming meets, taking champi- 
onships The most important reason why they have been 
able to do this us screntific traning. Military training in 
the armed forces must likewise be screntific if major 
achievements are to be scored Those who give training 
must also possess unique skills so that military training 
follows a screntific path to quality. Trainers must both 
proceed from the needs of actual warfare to conduct hard 
and mgorous traning, and they must also abide by 
iranning rules. They must conduct and make the most of 
the traditional methods used for traning soldiers in the 
( hinese armed forces to improve the quality of training. 
For example, they must progress step by step in an 
orderly way, adapting instruction to those being 
instructed They must both improve overall training, 
and also highhght key points and tackle difficult prob- 
lems They must both painstakingly instruct on one thing 
at a time. conduct training mgorously and smartly, and 
must also put the individual preces together in a coherent 
whole to conduct integrated training. They must com- 
bine individual instruction with group instruction, sim- 
ulated traning with live training, traming in single skills 
with resistance training. and make full use of sophisti- 
cated techniques such as audio-visual education and 
simulation training. and organize training scientifically. 
in thes way the quality of military training can be steadily 
improved 


5.Serious Need for Quality Standards 


The higher the quality standards, the more mgorous the 
demands on tramung. As a new people's army, we can 
neither follow the example of Sunzi in punishing the 
laughing favorite concubine as a warning to others when 
he was training troops, much less can we depart from the 
high standards and basic principles of ngorous training. 
The situation im some units today shows that despite all 
the training. no growth or improvement in combat 
capabilities can be seen. The reason 1s probably the lack 
of quality standards for training, failure to train ngor- 
ously. going through the motions of training, becoming 
bogged down in formalism, putting on a good show, and 
resorting to trickery. To deal with this, we must make 
sure that quality standards permeate all training and live 
exercises. do more in the way of regulating trainers, 
follow rules and regulations, ngorously train according 
to high standards and mgorous requirements, and per- 
form high quality. difficult, dangerous, and realistic 
training We must toughen and temper the armed forces 
in complex and adverse circumstances, and foster a 
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combat clan of strictly following orders and prohibitions, 
and of courage, and tenacity 


6. Need for Quality Performance of Training Facilities 


Military training requires material and equipment as 
“stage props” and traning grounds as a stage Lacking 
these basic condition, normal traning cannot be con- 
ducted, and there is no use even mentioning training 
quality. At the present time, training support capabilities 
in China's armed forces are substantially less than for 
foreign armed forces, and they also fall far short of the 
armed forces’ real needs 


Therefore, while continuing to practice hard work and 
thrift in the training of troops, all possible must be done 
to improve training support gradually and selectively 
Upper and lower levels must work together in sharing 
investment, building as rapidly as possible traning areas 
and facilities that meet the requirements set forth in the 
overall plan. In addition, we must suit general methods 
to specific circumstances, avoid bad guerrilla habits, and 
carelessness in fabrication and construction, and strive 
to make the “stage” for troop training standard, uni- 
form, and regular to assure troop training quality 


8. Need for Quality Goals in Managing I raining 


In order to make sure that troop training develops in a 
healthy direction, supervision and contro! of the entire 
military training process must be improved. From the 
drawing up of plans for military traming to conducting 
training and evaluating it, supervision and control work 
have a certain quality as the goal, with quality serving as 
the hallmark of training. More must be done to improve 
training leadership. CPC committees at all levels, mili- 
tary and civilian officers in charge. and headquarters, 
political, and logistics departments must regularly dis- 
cuss traming, devote attention to training. draw up 
scientific training plans. check on how well plans have 
been carried out, analyze the training situation and take 
necessary corrective action, and provide timely guidance 
to help troop training. At the same time. discussions 
about training and attention to training must stress 
quality. In discussing training, al! levels must do more 
than discuss generalities or behave like armchair strate- 
gists They must be thorough. When giving attention to 
training, they must do more than stroll through the 
training areas. Leaders and staff organizations at all 
levels must have their own expermmental “fields” in 
which they can immerse themselves and do real work. 
produce results. and quality 


Improvement of military training quality requires attain- 
ment of political qualifications. military excellence. a 
fine work style, strict and impartial discipline, and 
vigorous support. It enta:!s a change in the direction of 
military training. We must focus on the improvement of 
military training quality, and constantly study new situ- 
ations to solve new problems 
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CENTRAL-SOUTH REGION 
Article U) c Down on bconomic 
rues Cracking 


HA 180612009) Nanning GUANGAT RIBAO in Chinese 
’May 92ps 


[Article by Cai Yueyu (5991 3768 1442), deputy chief 
procurator of the autonomous 's procy. 
Vongshan (55.6 0057 1472) “Strk- 

— rimes To Serve Loonomin Construc. 
von” 


| Teat] To make the work of striking at economic crimes 


resolute blows at the criminal cases which obstruct 


pul 
Se ee ee aS 
. mainly grasp the fol. 

work in order to serve economic construction 


1 Grasping the Main Targets in Striking at Economic 
Crimes 
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obtaining by fraud of enterprise property, and which 
have made enterprines suffer serious economic losses 5) 
Criminal cases in which the relevant departments in 
charge of enterprise affairs, economic supervision 
departments, of other state organs and thei works 
nel have taken advantage of thew powers 

ions and the convemence of their posts to make 
things difficult for enterprises in order to extort and take 
bribes. 4) Cases of selling false and fake commodities in 
an attempt to disturb and undermine the markets of 
brand-name and products 5) Criminal cases of 
producing and ing false and inferior farm chem. 
vals, fertilizer, and seeds which have brought about 
losses to agricultural production and harmed the peas 
ants interests 


i Strictly Distinguishing Between Crime and Non Crime 


To make the struggle against economic crimes serve 
economic construction, it is Necessary to crack down on 
economic crimes accurately Thus, it is necessary to 
sinctly distinguish between crime and non-crme Ht is 
necessary to distinguish between mistakes in work and 
lawbreaking and criminal offenses. between unhealthy 
tendencies in the economic field and economic crimes. 
and between criminal activities such as wnugels cor: 
ruption, bribery, speculation [tow ji 212! sth and 
swindling and the problems emerging in the course of 


carrying out the policy of opening up to the outside 
world and enlivening the domestic economy because of 


the imperfection of certain systems and methods When 
determining criminal responsibility, it is necessary to 
distinguish between corruption committed individually 
and the practice of turning public property into collec. 
tively owned property In practical work. it 1s necessary 
to do a good job in the following fields 


|. Seeing through the appearance to get at the essence 
and drawing a clear distinction between merit and crime 
We must be good at seeing through the superficial 
appearance of cases to get at the essence of problems 
Those who have intentionally encroached on the inter- 
ests of the state and the collective under the pretext of 
enlivening the economy and in the names of “contract.” 
“association,” and “earning foreign exchange” should be 
declared guilty and pun But conduct which has 
created wealth for the state and the collective without 
encroaching on their interests should not be treated as a 
cnminal 


2. Taking a correct attitude toward social intercourse in 
economic contacts. Al present. there has been increasing 
social intercourse in economic contacts, and such social 
intercourse 1s becoming more and more complicated In 
particular, the phenomena of “commission” and ‘“‘enter- 
tainment” have become quite common practices We 
should take a realistic attitude toward them Generally 
speaking. so long as the social intercourse 1s carned out 
in the interests of the collective and for the subsistence 
and development of enterprises, 1 should not be 
regarded as a crime and investigated It 1s necessary to 
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distinguish between the necessary eapenses for pro 
moting the sale of commodities and necessary wocial 
iMfercoUrse IN CCOnOMN Contacts and criminal offenses. 
such as corruption and bribery under the preteat of 
social intercourse 


4 Distinguishing between contracts and economic 
ermme Conduct for the purpose of carrying out contracts 
should not be regarded as cconomn crime The remu- 
heration and bonuses obtained by enterprise operator 
according to contracts and leases should be yy 
from corruption Neither should economic 

between enterprises in carrying oul coonome contracts 
be confused with economic crimes 


4 Drawing a clear distinction between mistakes in 
economic work and economi crimes On this question. 
it 1s NeceSSAry to give first consideration to the subjective 
motive of the persons involved Hf the persons involved 
did not intend to seek private gains by illegal means but 
worked for the interests of the state and the collective 
and the serious losses they brought about when carrying 
out coonomic activities were beyond capectation. they 
should not be and affixed with criminal 


ae ae they had just made mistakes in 
their work 

Ml Pay Attention to Work Method and b flect 

| Stretly carrying out the principles for handling cases 
First, the pr of handling cases according to the 


law Second, the principle of seeking truth from facts 
Third, the principle of relying on the masses Fourth. the 
principle of laying stress on evidence and not readily 
beleving confessions So long as we sinctly follow these 
principles in handling cases. we will surely be able to deal 
heavy blows at economic crimes and promote economic 
development 


2 Taking the enterprises interests into full consider. 
ation investigating and handling cases involving 
the leading members of enterprises. the main persons in 
charge of the production. management. and operation 
departments. or the main technological personnel. 1 
should not be made known to the cadres and workers of 
the or to the public before facts and evidence 
are clarified. nor should legal measures be taken rashly 
If the cases should be placed on file for investigation and 
prosecution, it 1s also necessary to sinctly observe the 
system of asking for instructions from and reporting to 
the higher authorities in accordance with relevant stipu- 
lations If someone should be detained or arrested. 11 15 
necessary to discuss the matter with the relevant party 
committee and government. inform the relevant deparn- 
ment in charge as soon as possible. and propose and help 
them to find someone suitable to replace the arrested 
person so that normal operation of the production com- 
mand system and production and management organs 
can be ensured Generally. no legal measures should be 
taken against the main leading and technological per. 
sonnel of enterprises who have committed crimes which 
do not involve large sums of moncy. and who are willing 
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to surrender their ilbgotten gains and atone for ther 
crimes by doing good s They can be exempted from 
criminal sanctions so thal they can continue to play ther 
role in production and management and enterprive Ma 
bility can be maintained When handling cases, as far as 
possible, the accounts of the enterprises should fot be 
sealed up, their funds should not be frozen. and then 
assets and documents should nol be withheld. so that the 
channels of production suppl) and marketing can 
remain unimpeded Hf cases cannot be handled without 
sealing up of withholding measures should be adopted 
10 investigate and verify them as soon as possible so that 
the normal production and operation of enterprises may 
not be affected While handling cases efforts should be 
made to recover stolen property and money Hf it is 
discovered that state of collective funds have been stolen 
by the criminals involved in cases under investigation of 
that state of collective property has been + occu. 
pied by others because of economn crimes. efforts 
should be made to recover the stolen money and occu. 
pred property as soon as possible so thal economic lowses 
to the state and the relevant units can be reduced to the 
greatest extent 


3 Conscrentiously protecting the legal mghts and inter: 
ests of plant directors and managers When investigating 
and handling economic criminal cases involving plant 
directors, managers. and other = of 
enterprises, if it 1s discovered that the facts have been 
distorted and the cases have been wrongly reported to 
the security authorities. 11 1s necessary to inform vanous 
departments concerned immediately so they can be freed 
from the investigation as soon as possible If —. 
tion has already produced some bad effects among t 
cadres and masses. it 1s necessary to explain the facts and 
the results of the investigation to them so that misunder. 
standing and bad effects can be removed Frame-up 
cases against plant directors and managers who are 
determined to carry out reform and who have carned out 
strict management and handied affairs impartially 
should be resolutely as and handled according 
to law so that the prestige of the enterprise leaders can be 
effectively maintained 


4 Paying attention to the effect of handling cases When 
handling economic criminal cases. attention should be 
paid to the effect of handling cases It 1s necessary to 
concentrate strength on handling the cases which have 
incurred great economic losses and great indig 
nation, which have produced very bad in among 
the masses. and which the cadres and masses strongly 
demand be investigated It 1s necessary to take a cautious 
attitude toward cases which are difficult to handle. for 
example. if they are disputed or it 1s difficult to define 
whether they are criminal cases or not Provided laws 
and regulations are not violated. the handling can be 
temporanly suspended or canceled 


TV. improve Social Order in a Comprehensive Way While 
Handling ( ases and Help F nterprises Solve Difficulties 
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The politcal and depariments must overcome the = parton and won and |) of them were ordered to chase 
y= yt pe am Sa aaneicss down In addition 79 einieter dene involving prostity 
to Improve somal in a COMPpFEhERsivE way ‘8 thon diwg labing spreading pornographn maternal and 
hight of local conditions and must help enterprises solve other were destroyed Some 249 perons involved in 
difficulties Only thus can they provide coonomn COM prostitution and palronising prostitutes were arrested in 
Mruction with the most basic services addition to |) pumps. ) persons guilty of taking and 
First, Ht i necessary to give full play Wo their roles of oe Ow of 3 ee ot ph ab .. 
mening, procuretonia prepesais’’ and “judicial prOpOY = tases, books and journals. gambling devices. and 
als (Avestigaling caamining and prosecuting 
economic cases. the people's procuratorates must pul — NETOHHN were confimated 
—_ Spe prox uratonal ” ~ fw 
waits depariments in Mop up louphales Zhanjang (ity has taken prompt ew) and stinect 
solve problems in ihe systems, management. aAd PFO aciioms o deal with those who were arrested because of 
duction. and the people's courts must alo pul forth — ine seven evils Some 2) rallies were held to announce 
heen ee court deciwons and the ways to deal with those criminals 
must also help enterprises work out roms and according Wo law. 1 criminals have been sentenced to 
systems to stop up loopholes and remove hidden perils imprisonment and )) criminals have been sent to labor 
Second i 18 fecewary to reviet and rermapect the units reform camps for labor reform ot reeducatron tn addy 
involved after cases are handled The political and legal ion, four persons iivelved mm the seven evils were 
departments must ry to find out about the production lemrently treated because they voluntanl) surrendered 
Management and cconomn of the units —s themaetves to the police 
involved im the cases they have and what 
pervom who have been caempted from prosecution and 
sanctions of whose sentences have been temporant) Minister Views Caangdong Family Planning 
atwrut personnel handling the cases wo 
HAO106 10289) Guang ohow Guanedone People » Radi 
————- eee Network in Mandarin 1000 GMT 2 May 92 
Third. it © necessary to strengthen contacts with the [Tent] A natronal conference on discuss 
NE CApenences 
enterprises by visiting them or inviting thei personne! to on floating population and related family planning work 
discuss matters The political and legal departments wound up i Sheashen todey 
Must go to the enterprises to carry out investigation and 
study and carry out propaganda and education on the 
legal system in light of the specific conditions of the = During the conference reporter Gu Liqun from the 
enterprises so as to continuously the legal station interviewed Peng Peisun minister of the State 
ability to resest corruption Al the same time. they must 
mvite leaders and main production and tech 
personne! to forums in order to cachange views During the interview Peng Penyun sand Cruangdong has 
and the new situation and new problems together = made much headway in family) planning work over the 
and to caplore new methods for cracking down on past few years Chuangdong has wt teclf o task of 
economic crimes and serving economia construction In catching up with the four email Anan dragons within a 
a an guide the enterprises to 
operate to 


: 
: 


antees and create a better legal environment 


Geangrhoe City Claims Seccess Against ‘7 Evils’ 
HK 270809109) Guangzhou G People « Radiw 
Network in Mandarin 0400 GMT 19 May 


period of 20 years The « mdeed an ardwous task Ar 
prevent ( 


family planning work nce progres in family planning 
can undouticdl, be made [words mditinct] 
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Referring to the mauve of reforms and opening up Ning 
Chongzii said The most important is to be bolder in 
courage to study and draw 


; 
= 
: 
z 
4 
z 


technology. eaperence and operational 
methods and use The polrcves in force are the key 
to enabling us to become bolder in reforms and opening 
up 2 an © S em & oe Gee © 
iatraducing investment from on establishing lat 
eral tres at we Must eve policies to support t 


stipulated by the central authornties and the upper levels 
try them and go ahead with daring to do things that arc 
not clearly stipulated by the central authorities and the 
higher levels but that we thook 1s might torus todo tn thin 
respect) we must be blew bul more creative 
We must not be afrand of suffering lowes but be good at 
working out a big account which conducive to our 
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levels should fully undemtand the catreme importance of 
education. wience and tech » and make strenuous 
eflorts to thes fundamental work Some localities 
proposed that we must not nore education even though 
we are poor and must not make the children suller even 

we are a very difficult postion The « an 

of great virategn importance We must realiet 
cally emplement it in our practical work In addition to 
grasping ordinary education we should also grasp adult 
education vocational education and techawal educa 
tron well unceasingly enhance educational quality and 
realistically shill the pronty of developing economn 
work to the path of relying on screntifix technolog. 
al progress and raring the quality of laborers 


During bes stay in Mandan Ning ( hongzhy conducted 
on the spot inspection in some plants and mining enter. 
prises attended a meeting of leading cadres of depart. 
ments directly under the n City Crovernment, and 
heard briefings on reforms and opening up given by 
Shessan County Wuan city and Mandan tron and Steel 
Plant 


Articles View ( ultural Revolution. Inner Mongolia 
lanes Mongolian Party Discussed 


0 MO02044 Hong Kone AMIE ANG JOPEN 
MAGAZINE] in Chinese No 64 18 Mar 9) pp 47 





trons with Overseas Chinese.” and we must make 
use of our old revolutronary baw 


Xiong Chongzh: stressed that we must pay attention to 


technology 
transforming traditional industries. and conducting new 
projects. and strive to meorease the screntific and tech. 
mecal content in cconomn development Tramed per 
sonnel are carners of technology We should formulate 
more preferential polores. catensively absorb trained 
personne! and actively tram our own personne! sw as to 
rapidly end the situation of lacking trained personne! In 
economn development all peopic have universally paid 
attention to mput in maternals but fasled to pay sufficient 
attention to intellectual input From a long-term view 
education can really play a long-term role Education isa 
“tong effective medicine” for cconomn development 
and 1% most important for momentum l[caders at all 


of Chinese officials themscives. the 
biggest and most grievous miscarriage of justice during 
the catastrophe of the “Cultural Revolution” was the 
case of the IMPRP in the Inner Mongolian Autonomous 
Region during November 1980 The indictment that a 
special court of the Supreme ( ourt brought against the 
“counterrevolutionary chque of Lin Biao and Jiang 
Qing” i November 1980 listed 48 criminal facts, the 
28th of which concerned the IMPRP It accused Kang 
Sheng of having said the following on 4 February | 986 
“The IMPRP is still engaged in clandestine activities. 
and it may be beginning to cxpand somewhat Do not 
” In February 1969. Kang Sheng sand further that 
“the IMPRP is in the armed forces © 


Createst Miscarriage of Justice During the ( oltural 


é 


miscarriage of justice, more than 146.000 cadres and 
civthans had been framed and persecuted and 16.))) had 
been persecuted to death Speaking of the number of 
people persecuted to death numbers killed in other 
mayor cases were as follows In the Zhao Jianmin [6192 
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0250 M46) apy case in Yunnan Province, 14,000. in the 
miscarriage of pustice in eastern Hebei, 2.955. in various 
miscarriages of pustice in the armed forces, 1169. in the 
Cuangdong clandestine party case, 85. in the Ninpang 
rebellion case, 26. m the IMPRP case, more than 
16.000 ringleaders That the figures are detailed down to 
the final digst shows this more than 16.000 people to be 
a rehable . bul thal 6 not the same as an accurate 
figure for all the people killed in that case 


Nevertheless. thes figure suffices to show the ferocity of 
(his (rag (ase inasmeck as the total Moagolian popula 
tion in China was only 2.4 aillien. To be sure most 
Mongols lived in the Inner Mongolian region. but they 
were also scattered th t Liaoning. Xinjiang. Jilin. 
Hevlongrang. Cranseu. Qinghai provinces 


Those on the IMPRP who died were mostly Mongols. 
thus. the death of 16.000 people out of an Inner Mongo 
han population of approximately 2 millon is truly 
shocking Moreover, a general estimate is that several 
tens of thousand people died as a result of this case. and 
more than 440.000 were persecuted Officials have dis- 
closed that more than 500,000 were locked up and tens of 
thowesands were iajered 


IMPRP of | ong Standing 


The IMPRP was founded back in the 1920's by some 
Inner Mongolian leftist youths only to be disbanded by 
the Third International later one Following victory in 
the war of resistance against Japan. it was reconstituted 
In addition to leftist youths, its membership included 
officals In 1946. the IMPRP founded the Fastern 
Mongolian Autonomous Government, which controlled a 
large tract extending from Chengde to Ulan Hot. and 
stood for independence and autonomy 


The Chinese Communists. who regard North China as a 


Nevertheless. the ethnic feelings of the Mongolians were 
not dissolved Ulanfu farled to gain a mayorty in the first 
cleciion of the first Assembly. In the process of the 
struggle with Ulanfu. the IMPRP leaders insisted that 
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Furthermore, the IMPRP — the support of the 
Soviet Red Army garrison forces that had triumphed 
over the Japanese invaders at that ime A Soviet Army 
division commissar told Ulanfu “National indepen. 
dence is the might of the Mongolian people Ulantu 
replied “You practice national independence. we prac. 
tice National autonomy © 


| laafe ( oncerned About Back wardness of Inner 
Mongolian Region 


With the Chinese Communist victory in the civil war, 
naturally the IMPRP silent and disappeared How. 
ever since Ulanfu-——this red nobleman who ruled Inner 
Mongolia— had not been completely Sinicized. he was 
able to retain a different view about the Inner Mongolian 
pastoral region Under his care. campaigns like land 
reform in Inner Mongolia were relatively gentile He took 
care of the special character of the backward and decen- 
tralized pastoral economy of Inner Mongolia No 
no division, no drawing of class lines—— during 
the feverish communalization campaign. he opposed 
public messhalls for Inner Mongolia, and during the 
Great Leap Forward campaign. he did not advocate 
moving ahead with steel and iron mills in Hohhot 


This set the stage for attacks against him during the 
Great Cultural Revolution. The IMPRP case also 
seemed about to happen at any time. although Ulanfu 
had rendered meritornous service that year in opposing 
the IMPRP When Ulanfu attempted to stand up to the 
Red Guards in setting off a rampage against the IMPRP 
over a wide area, and in maintaining control over Inner 
Mongolia. Mao dispatched an army from Beijing 
under command of deputy com. 
mander Jeng Haiqing 3189 3 to invade Inner 
Mongolia. |i united the Mao faction with the Red 
Guards in Inner Mongolia to topple Ulanfu's authority 
in Hohhot. A large-scale campaign to seize control of the 
IMPRP unfolded in a bloodbath from which no one 
escaped. from the top-level organs of the autonomous 
regional government to the grasslands in pastoral 
regions. or from the cultural system to the armed forces 


Protection of Teng Haiqing in Arresting | lan Bagan 


For nearly a year and a half from | 968 to the first half of 
1969. a frenzied pernod of tracking down the IMPRP 
occurred. Xie Fuzhi (6200 1381 3112), who was minister 
of public security as well as chairman of the Being 
Municipal CPC Committee Standing Committee at that 
tume. and Kang Sheng declared their positions repeat- 
edly in support of arrest of the IMPRP_ It was not unti! 
after the ninth party congress in 1969 that Mao censured 
the campaign for “getting out of bounds” He then 
transferred Teng Harqing to the military region in Jinan. 
and in the process of purifying the ranks, he “found a 

: writer Ulan Bagan.” In 1978. the IMPRP case 
was redressed In 1979. Ulan Bagan was sentenced 






During the past 20 years. the Chinese Communists have 
mentioned the IMPRP case extremely rarely because 
they owe a very great debt to the Mongolian people. and 
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because they also know that the Mongols have not 
forgotten the tragic. large-scale butchery of the past 


Breach Between Nlongols, Hans Seen 


VOC MOl048 Hone Aone AAIE ANG JOPEN 
MAGAZINE] in Chinese No 63, 18 Mar 92 pp 48-49 


[Teat) Although the IMPRP miscarriage of justice was 
redressed following the Great ( ultural Revolution, the 
damage to the Mongolians was very great, and they no 
longer believe the Hans. Some of the relatives of those 


Does China have fewer ethnic problems than the USSR” 
| cannot venture to say, but | want to write about what | 
do know for the information of readers of KATFANG 
MAGAZINE Before the beginning of the Cultural Rev- 
olution, | was assigned to special work in Hohhot in the 
Inner Mongolian Autonomous Region From that time 
until | left to come to Hong Kong several years ago, | 
witnessed more than 20 years of the evolution of Mon- 
gol-Han relations 


Witness to the Cruel Struggle of the IMPRP Case 


The Mongolians are a people of the grasslands. They are 
by nature an open. unassuming. and optimistic people 
Before the Cultural Revolution. their relations with the 
Han people were rather good, at least | did not hear of 
any major problems Intermarnage between Mongols 
and Hans was also fairly common Mongohan cadres 
could speak the Han language for the most part, but the 
herdsmen of the grasslands could not speak the Han 
language Their educational level was fairly low 


With the advent of the Cultural Revolution, relations 
between the Mongols and the Hans were damaged. the 
greatest incident berng the arrest of the IMPRP At that 
tume. | worked in rural areas of places like Ulan Hot in 
eastern Inner Mongolia Sometime during the winter of 
1968. the high tide of IMPRP arrests occurred. The 
streets were thronged with criticism and denunciation 
contingents carrying signs. The same thing occurred in 
rural villages and pastoral regions where loudspeakers 
were still blaring in the middie of the night. calling for 
the overthrow of the IMPRP' Until complete victory was 
won, they swore not to desist! The atmosphere was tense 
people felt anxious. and no one understood 


In Hohhot the campaign was most ferocious. All units 
held endless criticism and denunciation meetings. At 
first. the emphasis was on arresting non-Communist 
Party members of the IMPRP_ but later IMPRP mem- 
bers within the Communist Party were arrested. and 
ultrmately 1 was the turn of the people in the party who 
were responsible for leading the campaign to be struggled 
against All of those struggled against were Mongols 


because. reportedly. the IMPRP was an anti-party “reac- 
tionary organization” run by the Mongols who wanted 
independence. and autonomy 
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(oad briends Forced Lo ( ommit Suicide 


| knew a female Mongolian cadre who was running a 
eriticwm and denunciation one day when suddenly a 
person sent by higher authority came to call her oul fora 
while. She was immediately taken away It was 
announced at the meeting that she had been separated 
for investigation Mer husband was a member of the 
IMPRP This female cadre had grown up on the grass 
lands She came from an impoverished family jorned the 
Communist Party in her teens, and was completely 
devoted to 1. She was somewhat naive She was taken to 
a livestock pen where she was subjected to an around 
the-clock interrogation using wearing down tactics She 
was not allowed to eat, drink, of sleep. as the members o! 
the special case unit took § hour turns interrogating he: 


As a result of such tactics, many people who were unable 
to stand up to forced confessions made wild confessions 
that implicated others Naturally. the campaign got out 
of bounds and ultimately implicated members of the 
Han nationality Those who were marred to a member 
of the IMPRP or who had close fmends in the IMPRP 
\ ere also branded IMPRP members | had a close frend 
with whom | had studied in Beying who had come to 
Inner Mongolia to work Because her father had been 
branded a member of the IMPRP. she too became a 
target for attack When she menstruated. she was not 
permitied to go to the toilet. She had to stand up to 
answer questions. She told me “I considered killing 
myself several times, but | felt that to dic would be 
senseless. | was determined to go on living She did go 
on living, but before she was 40 years old her whole face 
was wrinkled and she suffered from constant lower back 


pain 


Mortal Hatred Against Teng Haiqing: / hao /ivang 
Fibowed Aside 


Criticism and denunciation was ruthless at that time 

The torture methods were even worse than those used 
under the Japanese devils. One was called “roasting over 
a stove” in which a person was forced down into a fire to 
roast and then was thrown out into the ice and snow to 
freeze That was most unbearabic 


The Inner Mongolian Military Region commander and 
chairman of the revolutionary committee. Leng Haiging. 
was in charge of the campaign to arrest the IMPRP at 
that time. Ii was not unt! the summer of 1969 when | 
heard that the Central Committee had critiwcived the 


criticism campaign in Inner Mongolia for getting out of 
bounds.” that the seizure of the IMPRP stopped. and 
those who had been seized were released Many of them 


had died. however It was generally sand that several tens 
of thousands died. and more were injured Everyone 
hated Teng Haiqing The Central Commitice transferred 
him very quickly, You Taizhong [1429 |!32 [81 4) 
replacing him as the primary person in charge In 1971, 
Zhao Ziyang was also transferred to Inner Mongolia to 
become the fifth person in charge. He was in charge of 
agriculture and water conservancy. but he was clhowed 





JPRS ARO) 049 
14 July 1992 


aude No one paid any attention to him. Possibly, he 
also knew the turbulent feelings of the Mongols He did 
not perform well, and in less than a year he returned to 


Cruangdong 
(lan Bagan and the Dare lo Rebel Faction Become 
Sc apegoats 


Following the Lin Biao affair in 1971, everyone realized 
the IMPRP case had been an error The authorities said 
that it had been trumped ap by Ulan Bagan. Thus. he 
became a scapegoat Many Mongols came forward to 
settle accounts with hum, and he suffered many beatings 
t/lan Hagan was a writer At the ume, he had been the 
deputy director of the regional CPC committee's propa. 
ganda department His younger brother, Baiyun (4101 
0061), was a fine person He was in charge of foreign 
aflairs in the loner Mongohan region. and he was also 
branded a member of the IMPRP 


During 1977. the IMPRP incident was formally 
redressed with the arrest of a number of IMPRP activ 
isty—- both Hans and The most famous of 
them was Nashun Bayaner (6719 7311 1572 1750 1422), 
the leader of the dare-to-rebel faction, who was the gang 
of fours designated chief in inner Mongolia. a man 
slightly more than ¥O years old He had been a teacher at 
a teacher's college. During the period when he was nding 
high be was the leader of a Mongohan league. built 
himself a new five story house. lived a life of nches. and 
was physically towering. Not long after his arrest. how. 
ever. he developed cirrhosis of the liver Fearing compl. 
cations. the prison released him for medical treatment 
but he very quickly developed cancer of the liver and 
died Other persons arrested were Wang Jinbao [1769 
6855 1405), Hao Guangde (6787 1639 | and Su Nite 
[SOB8S 1441 376), the brother of Bube [1580 
6 178]. Quite a few leaders of the dare-to-rebel faction were 
arrested. 


Five Brothers Avenge Their Mother's Humiliation 


4 factual account that spread far and wide concerned the 
aftermath of the IMPRP case When members of the 
IMPRP were arrested, the public took the opportunity to 
capress its dissatisfaction with the Communist Party 
The ones most frequently hated were personne! cadres 
because they made a profession out of causing trouble for 
people The wife of the chairman of the autonomous 
region s people's committee office was a personne! 
department director of Mongol race Criticized and 
denounced during the campaign. she refused to admit 
guilt In an all-male criticism and denunciation mecting. 
she was stripped naked, and a chauffeur of Han race 
pinched her nipples and ears with a pliers, then poured 
pepper sauce into the wounds and broke her back on a 
rack Not long afterward, she died. Her five sons were 
still small at that ume, the oldest being approximately |) 
years old Several years later, these children were adults 
who found out about how thei mother had been cruci!y 
tortured to death, and that the assailant was still free 
outside the law They wanted revenge 
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(ne might the five brothers broke into the chaulleur's 
house. bound him to a post, and beat him severely with 
a board through which nails had been driven As they 
beat hom, they sad If we don't beat you to death, we'll 
wait until you are healed and then we'll come back to 
beat you again. When the chaufleur was sent to the 
hospital he was covered with blood Soon thereafter he 
became deranged feared to go outside his home and had 
nightmares Later on he was transferred to another 
league to work But the five brothers found him and beat 
him again. They told him that he would never rest in this 
life five brothers dared do as they pleased After 


. 
4 


( lan Bagan's Dissolute Daughter 


The bitter caperences of the daughters of two high- 
ranking cadres also merit mention When the writer 
Ulan Bagan was arrested. his daughters were already 
adults who were well-known beauties in Hohhot They 
had pretty faces. models figures. and especially long legs 
After losing their father thei mother was unable to 
control them Both became fond of an easy-going life 
They had no regular job. and they frequented high-class 
places with frends of the opposite sex. not returning 
home at night Reportedly. one of them fell in love with 
a handsome and dashing military officer from Bening 
with whom she had a hanson in broad deylght in a 
corner of the people's committee auditornum Discov. 
ered by a high-ranking cadre of a group holding a 
mecting there. she was arrested for indecent behavior 
Whether she has been released as yet. | do not know 


The daughter of the Hohhot Municipal Public Security 
Bureau director was yet another sort She. too, was an 
unruly young woman of Mongohan race who fell in love 
with a Canadian youth who had come to Inner Mongoha 
to study the culture Only 19 years old at the time, she 
was determined to marry this older foreigner. but met 
with firm opposition from her father They decided to 
clope. The man first went to Bening to await her. The 
young woman was watched by her younger sister When 
she escaped through a window. her father rssued an order 
to blockade the ratlroad station The trann was searched 
without her being found No one suspected that she had 
hidden herself in a soft seat compartment in which she 
safely reached Be ying However, she was unable to 
escape the design of fate. The two were arrested at a 
meeting in the Beying Hote! 


The Canadian man was accused of being a marned man 
who had enticed a young (Chinese woman. However. 
little did anyone immagine that this person was truly in 
love He immediately returned to Canada. where he 
divorced his wife Then. mn a twinkling, this lover 
became a member of her family and. taking the daughter 
of the Public Security Burcau director with him. crossed 
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the sea to Canada Later on, this Public Security Hureau 
directors daughter became the wife of a foreign service 
oft er 


! 
sy armrest shee" 


In rocoat years. lamer has been wader contre! of 
ube, the son of Ulanfa, and reportedly the persons in 
charge of the autonomous region's leagues and banner 
are mostly Mongohans as part of a conscious effort to 
case racial strife Nevertheless, although the IMPRP 
mimartiage of justice has long wnce been redrewed 1 
has truly injured the Mongohan people greatly (in 
might say that even were Teng Hanging put to death the 
hatred of the people could not be allayed People tell me 
that relations between Mongols and Hans have yet to be 
restored to the condition prior to the Cultural Revolu 
thon 


Mindless of the nghts and wrongs of the Cultural Revo 
lution. the mother-in-law of Nashun Bayaner the head 
of the dare-to-rebel faction who so ferociously arrested 
and st with IMPRP members. frequently publicly 
curses Hans are no good This place belongs to the 
Mongolian, What are you Hans doing by coming here’ 
The anger of the famibes of those who were killed and of 
those who were injured is even more difficult to allay 
and thei hatred difficult to dissipate = Intermarnage 
between Hans and Mongols has decreased Mongols do 
not want to associate with Hans. and Hans do not dare 


assxiate with Mongols 


t yewitness Relates ‘I ragic Stories 
YC M0264C Hong Kong KAIFANG JOPEN 
940, 471NE) on Chinese No 63. 18 Mar 9? pp 50-8? 


| Text) Editor's Note: Even today, the Chinese ( omme 
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(,rasslands in Flame. was a very popular best-seller in 
marmnland China that was published by China Youth 
Press He was also a valued customer of that publishing 
house for a long time During the Cultural Revolution 
he truly ygnited a fire on the grasslands of Inner Mon 
golia that incinerated thousands of families 
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In 14) \ | was berated” from the Black gang, fut | still 
felt (he atmosphere was se otefling that it was difficult to 
breathe so on the company of old pamter Yin Shoush 
[1418 4000 4°58) | went to the Inner Mongolan border 
prasclands to lake a look Before setting out, | visited the 
Youth Pres where an old trend told me that Ulan 
Hagan had come by on a pitiful condition Me did not 
bring so Much asa songle copper or a wagle gram ration 
coupon with fom They did not know how he had 
managed to find a space on the tram to come to Beying 
All he was wearing was 4 tattered pai of shorts and an 
undershirt Hn whole body head. and face had been 
beaten black and bluc He looked cntirely lhe an appa 
fitton We gave him some clot! wear fed hem all he 
could eat. and he rested for lays Several vears 
have paseed since the omcide: ie the arrest of 
IMPRP member so who wou heat an author wo 
cruelly What had happened to | len Hagan” It was not 
wat (4d Yon aod | reached Irneng and Hotbot that we 
found out what had happened 


Very gunkl) | found out about thins shocking maticr 
When | was studying at Luy: on the northeast during 
19S) two of my classmates were from the Inner Mon 
gohan Military Regron When | went to vest them, | 
fownd that they had been tortured so much during the 
arrest of members of the IMPRP that they had com. 
mitted succde My classmate at the Literature Traming 
Institute, Ankequatu [1 $44 2688 2953 1133), had been 
arrested and put in prison Hrs wife went mad with worry 
and hes chridren hed fo one to care for them When he 
ame out of prison hes wile 4 schizophrenia did not 
imorovc Soon thereafter. she committed suncide 
dumping the four Children on her hushand who had just 
come out of prison Poet Chagan [2686 1626] was beaten 
sw badly he had a cerebral concussion The renowned 
Mongolian female songstress who had sung at the World 
Youth Festival was so cruelly rnmured that she never wane 
again 


\ Scene of Crying at the Hobhot Movie Theater 


I remember having seen a movie in the company of 
comrades trom the literary and art world of Hohhot at 
that terme The movre was made in North Korea. and was 
entitled The | eknown Mero © It pransed a hero who cut 
out hes own tongue on order not to divulge anything at all 
after having been cructly tortured following hes arrest 
When the film «as over and the lights went on, the entire 
audience was crying They cried so much that not a person 
was able to stand up to leave the theater, The friend who 
was with me sad | When the members of the IMPRP 
were atrested the torlurcs we suffered were even worse 
than the ones shown on that film As soon as thes film was 
shown ecrvervone remembered what happened m the 
past Sec they cred so much they could not get up They 


will never forget i 


| heard a very great deal. and my heart was much heavier 
than when | arnved | felt that things might be better in 
the countryede or on the grasslands, so | hurned there 
When | reached the home of a herdsman not far from the 
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literary and arts world in the Inner Mongolian Autono- 
mous Region Soon. the npples spread to every corner of 
the autonomous region PLA supporters of the left were 
sent ecverywhere and the young people, Han cadres, and 
teachers camped in Beying and some inland cities 
became the primary contingent in this massacre of other 
nationalities Mongols under torture implicated some 
Hans. and some even implicated Ulan Bagan as a leader 
of the IMPRP 


Accounts of the catremely tragic and cruel tortures that 
occurred during this towering forest fire can never be 
exhausted Just asin the seizure of the New Kuomintang 
that began during t'.; same penod at Quuaian in Hebe: 
Province, the lives o: ountiess innocent people came to 
an end through recitation of the quotation that “A 
revolution % fot an invitation to dinner it 16s rebel 
hon The men who dred at Quussan had thei eves 
gouged out and ther tongues cut off and their reproduc 

tive organs were cut of? as well (for fear that they might 
have posterity) The arrest of the IMPRP people was a 
revolution like this 


( lan Bagan Dropped Into a (reat Sea of Rage 


In 1971. after the field army took over military control 
from the Inner Mongohan Military Region Teng Hai- 
qing was transferred to the Jinan Military Region as 

commander. His leadership tcam for the arrest of 
the IMPRP was dishanded. and Ulan Bagan was sent to 
labor reform at the place where Wuyun Qiqige lived In 
time people came to know the role that Ulan Bagan had 
played. but Wuyun QOigige had to do all possible to 
influence people She said that no one person could be 
blamed for everything. and she demanded that no onc 
seck revenge or beat him to death 


Ulan Bagan could not stand the loneliness He fabncated 
all sorts of falsehoods to shift the blame to others. but 
after returning to the grasslands. he fell into a fiery sea of 
rage People lay in wait for him. and herdsmen from all 
over came on fast horses in search of him Some kicked 
while others beat. others held him fast. He was not 
beaten to death but his whole body was left bruised 
“Trantor to the Mongols. conspirator, vicious scoun- 
drel—they cursed him as they beat him. Only such an 
obyect of wrath would be so powerless before others The 
police pand no heed to what they saw. themselves secretly 
reheving then hatred Ultimately, everything comes to 
an end Ulan Bagan had no place to hide. he had no 
choice but to go to jail to be protected He did not dic 
but what 1s a fate worse than death” 


By pouring o:! on the raging fire of the Great Cultural 
Revolution in an effort to garner some profit, he burned 
up his own soul, and he also destroyed his own literary 
hife Of all the Chinese mainland writers, the one that 
stands out most in terms of the Cultural Revolution 1s 
Ulan Bagan Another is the woman author, (a0 Ming. 
Because she informed against him, Vir. Lao She was 
forced to commit suicide. ( ao Ming attended the Literary 
and Arts Forum at Yanan where she heard Chairman 
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Mao's speech in person The large photograph that will 
forever have souvenir value shows her there Naturally 
she wanted to bring about a revolution in everyone elses 
lite 


The 84 Year-Old Grandmother's Denaunciation 


Mr Yin Shoushi went to a horse farm to learn first hand 
about the life of horses and to draw some horses | also 
went with him to the grasslands west of Eran City. and 
to a small hill on the frontier, where a commune and a 
township government were located It was August 197} 
and the 10th CPC Party Congress was in session in 
Bening Two days after t closed. a Mongolian cadre 
from the commune, waving a copy of the NEIMENG, 
RIBAQ) [INNER MONGOLIAN DAILY NEWS) came 
running and shouting “Teng Maiqing was not elected’ 
He 1s not a Central Commitice member’ This happiness 
made people sad | looked up at the blue sky and wept 
What pitiful comfort this was for a people who had 
suffered so greatly Although it was on the very leading 
edge of coastal defense, the place was not trangui! A 
Mongolian township cadre was shouting loudly “All the 
Hans are bandits’ The sound filled me with apprehen 
sion It made be feel guilty about being a Han 


In the “second line sentry post” on the small hill, a 
militia platoon leader and two young men posted from 
inland stood guard Beneath the slope on the northwest 
side lay a neutral zone and Outer Mongolia This was no 
second line. it was the very leading edge Here were 
fortifications. trenches, and three room Han-style dwell 
ings At the top of the hill outside lay a small compound 
where | stayed for } days As clsewhere on the grasslands 
the only fuel available for cooking of boring milk tea was 
dned cow dung 


Around dusk one day. the grandmother of a | 9-year-old 
militia platoon leader talked and gesticulated to me as 
she collected dred dung The tragic events that had 
happened to her family and various circumstances. | 
already knew. This old person was 8&4 years old and 
moved with effort It was difficult for her to talk. but she 
still wanted to speak She spoke of how her daughter had 
been hung up and beaten during the arrest of the 
IMPRP She demonstrated various kinds of torture 
Finally. unable to bear it. her daughter committed su: 
cide by covering her head with her skirt and jumping 
into a well, Her husband was also dragged off somewhere 
where he was beaten to death Their small daughicr was 
only | year old. they had a small son 4 years old. and 
their older son was | 5 years old He was the one who was 
the militia platoon leader now The old woman pointed 
off in the distance toward the cast and said that when her 
granddaughter had been given to someone. she went in 
that direction and, like her parents. she never returned. 
The hand that she used to point off toward the distance did 
not drop for a long time. It was like a fossil. 


It was getting dark | hurried to help her collect the dung. 
wanting to cry but being unable to cry | just felt | had 
lost the capacity to cry in pain for people | was a ( hinese 
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Communist Party member, a member of the Han race. 
and a born criminal who should be hacked to death who 
was facing a tragic case that exisied everywhere If | did 
not think this way and did not hate this way, how else 
could | think’ Off in the distance in the neutral zone 
were camels and horses without owners. Their casy- 
going, carefree manner made my heart feel heavier 


Little Brothers on the Grassland Mercilessly ( apture 
b vcapees 


Border defense in Inner Mongolia has always been 
frightening and tense Border incidents have occurred 
there from time to time. At Christmas time in 1972, a 
Soviet truck delivered bread and canned goods to the 
Soviet troops garrisoning the area opposite: During a big 
snow storm in the m of the night, the truck became 
lost and drove up to one of our sentry posts where it 
stopped to ask the way Our border defense troops 
suddenly opened fire, countless bullets striking the 
truck's tires. The driver and the Russian company com- 
mander, a captain who was escorting the food shipment, 
were sent to Beying for the purpose of having higher 
authority take note of a meritonous deed and to obtain 
a reward 


The Outer Mongohan frontier, which 1s guarded by 
Mongolian and Soviet armed forces, exchanges fire with 
our forces, and it 1s ready at all times to open fire and do 
battle 


News about escapes 1s also heard from time to time A 
platoon leader from the Border Defense General Head- 
quarters in Jining City escaped to become a commander 
on the other side. The deputy army commander of the 
th Army stationed in Hebe: Province confessed his 
intention to kill the army commander and political 
commussar, whom he did not kill. He did kill the wife of 
the army commander and a security guard. Wanted 
posters bearing his photograph were hung everywhere. 
and every jurisdiction was anxious to capture him. Later 
on it was found that he had not run all that far. In a 
cornfield several miles away from the encampment, he 
had committed suicide with a pistol. 


All of the escapees captured on the grassland at that time 
were shot to death. In this country, one cannot live, nor 
is he allowed to escape. A 15-year-old herdsman youth 
told me about how he and his younger brother deceived 
a 16-year-old escapee and his father into entering a 
Mongolian yurt where they captured them and turned 
them over to the authorities. The young escapec's 
paternal aunt and paternal uncle were engineers in the 
Donbas mining district of the USSR. He and his father 
wanted to defect there. In speaking about the execution 
of this father and son, the young Mongol lad's face 
glowed with pride. He had carned merit, and was a 
young hero throughout the autonomous region. The 
killing of people arrested as members of the IMPRP 
everywhere may not be a matter of deep importance for 
the young men who herd horses. One such is the 19- 
year-old militia platoon leader whose family was 
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destroyed and its members killed bul who remains 
unswervingly loyal in defending the border and who 
would not hesitate to kill & 9 escapee 


Lamaism Devastated and Practically Wiped Out 


The Mongols are pious and good Buddhists At that 
time, most males above the age of 40 were lamas. and 
there were numerous ancient temples An area 200 |) cast 
of Erhan had the large number of temples called the 
Wuhaaobao Grand Temple dating back 2.000 years 
Here there were 500 male lamas and 00 female lamas It 
was a sacred site to which people from both Inner and 
Outer Mongoha came to revere the Buddha When the 
Red Guards rebelled, it took seven trucks to haul away 
the rugs alone Countless treasures that people had given 
as tribute for many years were looted. and the lamas 
were forced to return to secular life becoming herdsmen 
The leaders were sent to labor reform, and the young 


monks escaped to Outer Mongoha 


I remember seeing sufras littering a temple floor like 
fallen leaves 2 chi thick at that time Some people were 
tearing down the temple to steal the wood The only 
people who came here were young men and military 
forces posted in Inner Mongolha from inland China. 
Mongols no longer came to look In the westernmost 
temple courtyard, a border defense company headquar- 
ters camped. This was also called a second line sentry 
post. The whole place was a scene of dilapidated terror 
In 1972, a Han soldier who was about to enter the party 
committed suicide in a small temple room. The words he 
left on the wall read: “I am guilty. | am leaving my 
” 1 lived 


at that time. Once | went into the neutral zone with a 
group of primary school students to cut grass. Everyone 
mistook a border defense soldier mding toward us on 
horseback for a Soviet soldier. They downed their 
scythes and fled pell-mell. One 9-year-old Mongol girl 
pupil ran till she died They were afraid that they would 
be taken captive by either Outer Mongolian or Soviet 
troops and then released. After release, they would be 
regarded as turncoats and spies. They would not be able 
to avoid being severely tortured. 


The IMPRP Had Long Since Ceased to Exist 


After returning to Hohhot, I sat in the archives reviewing 
data for 7 days. | wanted to understand just what the 
IMPRP was historically. When the Japanese invading 
army occupied China's three northeastern provinces in 
1931, some Mongolian intellectuals, including ranking 
noblemen, established the IMPRP to resist Japan. 
Around the time of the Marco Polo Bridge Incident, the 
members of this party either returned to the Kuomintang 
or went over to the Communist Party. The IMPRP 





14 July 1992 


JPRS-CAR-92-049 


REGIONAL 


the mad campaigns 
became the pretext 
000 people 


for snuffing out the life of more than 100, 


IMPRP 


existed no longer Nevertheless 
of the Cultural Revolution, the 


say 
asa 


violent act against the group, not to mention the likes of 


raatded 


one word or to raise one's hand might be 


During that catastrophe that destroyed everyth 
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Editorial on Investment, kconomic Breakthrough 


YICKOASAC Taper: CHING CHT JHLPAO in Chinese 
| May 9p? 


{[Ediutonal “We should Stimulate Investment Lo Break 
Out of Our Current Economic Difficuluies | 


{Teat] In a report on current economic conditions the 
other day to the Executive Yuan Finance and Economics 
Commission, Shirley Kuo, chairman of the bconomin 
Planning and Development Counci!, pointed out that as 
savings deposits have remained higher than investments 
in recent years, which has resulted in the accumulation 
of a huge amount of excess savings. not dealing with the 
situation properly might very well cause inflation Her 
report further analyzed the situation as follows 
Although we have maintained a high savings rate over 
the last two decades, we also had a high investment rate 
in the 1970's, so that all savings could be used for 
domestic investment and transformed into productive 
forces, while our investment rate in the | 980's remained 
sharply lower than our savings rate, which left savings 
unable to be used for investment and made a large scale 
improvement of our productive forces impossible tn 
particular, the savings not used for investment in 1986 
accounted for as much as 21.4 percent of our GDP. with 
EXCESS SAVINGS amounting to as much as $624.5 billion 
NT. By 1991, while this ratio had dropped to 74 
percent, excess savings still amounted to $362 6 billion 
NT. Thus, Chairman Kuo emphasized that we must “use 
excess private savings for national construction, in order 
to ease price pressures.” The president of the Executive 
Yuan, Premier Hao Po-tsun, immediately instructed 
concerned units, such as the Ministry of Economie 
Affairs, to propose directions and principles for stimu- 
lating private investment, to effectively use cxcess social 
savings and case inflation pressures 


While we agree that domestic investment 1s inadequate, 
so that our domestic resources are obviously not being 
used effectively, which is creating inflationary pressures. 
we would also like to take the opportunity to further 
point out the following effects of our current inadequate 
investment, which are even worse 


1. “Investment” is the engine that drives cconomic 
development. In the short term, inadequate investment 
affects the current year's economic growth. slows 
increased imports, and creates a huge trade surplus 
which, in addition to affecting future price stability, 1s an 
even greater factor in arousing trade friction and NT 
appreciation pressures. In the long term. the huge trade 
surpluses created by inadequate investment arc a sign of 
the flow abroad of valuable domestic resources, which 
blocks overall economic progress and affects the further 
improvement of our future productive forces and com- 
petitive ability. Thus, the severity of this problem should 
not be neglected by either the government or the private 
sector. 


2. While the “current imadequate investment refers 


generally to our ratio of fixed assets investment to GNP 
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being lower than in the past, and our investment rate 
being lower than our current savings rate, Our invest 
ment has actually increased by more than 10 percent a 
year in the last three years, while our investment rate has 
remained between 21 percent and 22 percent, and is not 
falling further. Meanwhile, the fixed assets investment of 
our manufacturing industry has almost stopped in the 
last three years, with our gross value of industrial output 
[CG VIO} being not only far lower than in the 1970's, but 
also continuing to fall. If this trend is not halted, there is 
a danger that our domestic industry will be emptied out, 
which would be of great harm to our future overall 
economy. We must pay particular attention to finding 
ways to reolve this, 


+ While Chairman Kuo’s pointing out that our ratio of 
excess savings to GDP had dropped from 21.4 percent in 
1986 to 7.4 percent by 1991 should be seen as a heart. 
ening phenomenon, the major factor in this was that our 
savings rate during the same period of time dropped &.5 
points from 38.4 percent to 29.9 percent. Inadequate 
investment has obviously led to the accumulation of a 
huge amount of excess savings, touched off money 
games, and stimulated increased consumption. In the 
last five years, not only has private consumption 
increased more than incomes, but government consump- 
tion has increased even faster. This has sharply lowered 
the savings rate, to less than 30 percent in the last two 
years in particular, which has occurred rarely in the last 
two decades. The sharp drop in Taiwan's savings rate, 
making it lower not only than that in Japan, which is 
more advanced than us, but even lower than that of our 
competitors in Singapore and South Korea. shows that 
while our individual income is only one-third that of 
advanced industrialized countries, we have become 
infected with the virus of consumerism, and are moving 
toward a structure of “high consumption with low sav- 
ings and investment.” We had better see this as a signal 
of extreme danger. A Chinese proverb says that “it 1s 
easy to move from thrift to extravagance, but hard to go 
from luxury back to frugality.” Just as the government 1s 
taking active steps to push ahead with national construc- 
tion, so needs a lot of cash input for public capital 
construction projects, to make up its past lack of invest- 
ment, and to lay the foundation for turning Taiwan into 
a modernized country, it is suffering from a lack of 
funding sources. If our savings rate continues to fall, this 
will further increase the government's fundraising and 
investment difficulties, which not only will have an 
adverse impact on the implementation of the National 
Construction Plan, but also will keep Taiwan from 
reaching our goal of becoming a modernized country 
before the end of the 20th century. This makes it even 
more important that we do not ignore the trend of a 
falling savings rate. 


Based on this analysis, in addition to supporting the 
government's need to guide excess private savings into 
investment in public capital construction projects, we 
are recommending that the government take effective 
steps to curb the falling savings rate and put i back over 
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WO percent, along with asserting its public authority by 
continuing to maintain political and social stability, and 
taking more active steps to improve the investment 
climate. Moreover, we are calling on the Taiwanese 
business world to stop its overemphasis on foreign 
investment, particularly that on investment in a lateral 
division of labor, to keep from creating too much luiure 
competion pressure on Taiwanese products Rather, i 
should com entrate on a vertical division of labor, by 
investing more in domestic mids and upstream indus 
inves and remaiming rooted in Taiwan. in order to main 
ain our overseas competitive advantage We believe 
there er goad prospects that point eflorts by the govern 
meni and private enterprise should be able to stimulate 
invesiment, help us break out of our current economn 
difficulties, and pave the way for further economn 
development in the future 


Pditorial on VWI Priority Watch List 


YICKOASAD Tapes CHING CHL INILPAO in Chines: 
May 92 p 2 


Editorial: “Taiwan Should Act Like a Country With 
igh Aspirations | 


{Teast} The US. placement of Taiwan on its YO) priority 
watch list, along with countries such as India and Thay 
land, has aroused a very strong domestic response Many 
scholars, caperts. and government officials have pro- 
posed various ways to deal with this problem. by cop: 
ously quoting authoritative works and making pene. 
trating analyses. which could not help but arouse 
thoughts and feclings With so many fine methods 
having been devised completely in such a short period of 
time, the question 1s, What are our responsible officials 
actually doing about it’ Is the problem that they are not 
smart or 1st lax enforcement’ While we do not 
with to a sincere bul unworthy present like a 
savage. oF to propose even more supplemental ways to 
deal with this problem. we would like to probe a little 
into Hs actual implications 


For a less advanced country to imitatc. by introducing 
production methods, management concepts. and even 
product patterns of advanced countnes to its production 
and marketing system in order to shrink its gap with 
advanced countries more quickly. or to inculcate its 
scholars. specialists, and large numbers of students with 
professional knowledge developed by advanced coun. 
ines, through translations, briefs. or even outright 
reprints, in order to quickly and effectively improve 
professional skills and train specialists. « a valuable 
shortcut that can be taken to develop potential and try to 
catch up with advanced countries As there 1s no denying 
the fact that our economy has grown by leaps and bounds 
and our technological level far cxceeds what it was 30 or 
40 years ago. many of us must have profited from such 
imitation. In fact. as even advenced cowntnes. such as 
Japan, are still more or less wong such techniques to 
foster competitive qualifications. the only difference 
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being that their methods are more in line with interna 
onal standards, the ingenious fesulis thal they are 
achieving are causing us to look at them with increased 


respect 


In hight of our current standing, which 1s still far from 
that of Japan's, in that our interests rely far more on 
advanced countries, we must absolutely not brag shame 
lessly that we will never — use such techniques to 
improve our technical capabilities. Bul as our standing 
has long since stopped being like that of a masked bands! 
of yore, who could unscrupulously engage in out-and-out 
tricks, such as counterfeiting and plagiariem, we must act 
legally and according to internationally approved sian 
dards. While the judgment of our violations of law and 
discipline that we have most often heard for many years 
is that our citizens are too lawless, disposed to Nout law 
and discipline, and specially keen on certain shady deals 
such a simplistic judgment certainly seems to be unable 
lo pass the test of reality. There are quite a few examples 
al my fingertips For instance, when the responsibk 
traffic authorities recently launched a drive for better 
comphance with traffic laws without even taking any 
particular enforcement actions we almost immediately 
saw most car drivers begin to follow the rules and stop 
daring to lightly overstep the bounds by even an inch 
Moreover, when the Ministry of Transportation decided 
in carly March to strictly ban overloaded sand and grave! 
trucks, the previously overloaded trucks lost their legal 
weight in just a matter of days, so that the sand and 
gravel supply immediately dropped sharply Our citizens 
are certainly as law-abiding as those in other countries 
The problem is simply not knowing which laws to 
observe and, instead of seeing law-breakers being pena! 
ived, watching them time after time gain all of the 
advantages With such a system and such enforcement 
the vast majority of our citizens still choose to be 
law-abiding fools. | do not know of any more law-abiding 
citizens in the world 


in fact, the reason why we are one of the most blacklisted 
countries 1 that what we call nothing but a large number 
of counterfeit copyrighted laser discs. not only are ped 

died wantonly in Taiwan, bul also are dumped on a large 
scale on foreign markets. In addition. our large number 
of MTV karaoke parlors use large amounts of foreign 
materials illegally, mostly US. movie discs as a means of 
profitmaking And our information business also plagia 

rizes large amounts of foreign materials. also mainiy US 

computer software, not only for domestic use. but also in 
collusion with Hong Kong and Mainland counterferners 
to invade international markets in an enterprising way 

Leaving this last type of activity aside for the moment. 
the first two types require no specialized knowledgc 

Everyone knows that they are illegal and unethical. and 
that those who engage in such shady deals are trying 
simply to gain the most profit at the least cost, and arc 
making almost no contribution to our society This 
absolutely cannot be spoken of in the same breath with 
the abovementioned copying of imported technology to 
improve industnal capability. In particular. the absolute 
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majority OF MEV ’s so-called Taiwan-orginated karaoke 
parlor, which have been breeding and multiplying for 
who knows how long now, are y tlegally run 
businesses Having winked at thei spread to such a 
point, which has even allowed us to become one of the 
major offender on the priority watch list, | really do not 
know where else we could start bul to go on endlessly 
blaming our citizens for being lawless 


In addition to our overall executive and judicial institu: 
trons certainly still not showing genuine respect for rule 
by law, lacking the will to enforce the law, and not a 
ihe proper enforcement capability, 1 should be poin 
out that our legeslature is the major culprit that has 
landed Taiwan in such a lawless plight. stood by and 
watched Taiwan's interests become so severely threat. 
ened, and caused all of our citizens to be wo humilated 
(hur most basi law guaranteeing intellectual property 
rights, the revised draft of our copyrght law, has been 
under discussion in the Legislative Yuan for a year and a 
hall, but has still not been passed. This has left our 
crtizens with no law to follow and our country with no 
way to sutlably deal with the many violations of intel: 
lectual property rights, and made it impossible for us to 
establish the concept of respect for intellectual property 
rights 


Faced with retahation by the special ¥01 clause. once our 
copy nght law ammendement is immediately put on the 
top of the agenda for examination and approval, the 
law-enforcement agencies responsible for banning coun- 
terfent laser discs can begin to operate vigorously and 
speedily. the legal MTV activities will be certain to be 
suppressed severely, and even the most vicious ter 
software piracy will be curbed somewhat. US ials 
seem to be even more familar with our political climate 
than wc are Moreover, if such a threat-action process 
continues to occur, we will actually be inviting them to 
keep on threatening us, in order to spur us on to do what 
we should have done in the first place 


While Premier Hao Po-tsun said it very well, that 
Taiwan should act like a country with high aspirations 
what we need above all 1s a government and a legislative 
body with high aspirations 


Editorial on Bank Competition 


DCR OESRE Taper CHING-CHI IN PAO in Chinese 
i Mav 9p? 


|Edvtonal “The Coming of the Age of Bank ( ompet- 
ton] 


[| Teat] Since the opening of the 15 new commercial banks 
in Tarwan, the Minsstry of Finance (MOF) approved on 
| May 199) the establishment of the Ant'a: Bank, which 
was the only one that apphed and whose establishment 
was approved in the second wave of actions taken to lift 
banking restnctions. When MOF published the first list 
of new banks on June 1991, only four of the 19 applicants 
were fot approved. while the number of new bank 
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applicants has sharply decreased just one year later 
which shows that the golden age of banks just like that of 
goldmines. is already over 


Meanwhile, since the 15 new banks opened at the end of 
1991, thes trend of large erowth of savings and loans in 
their initial establishment period seems to have slowed 
Once the novelty of thei honeymoon period gradually 
paled, the new banks have been forced to through 
the old to bring forth the new, compete for customers 
with inmovative methods, financial products. and ser 
vices, and appropriately handle relations with both old 
and new banks in the same line From this perspective, 
MOF’s approval of the establishment of a second group 
of new banks signals the beginning of an age of true bank 
competition in Taiwan 


Since the new banks have been open for ws months they 
have certainly brought a new atmosphere to the lethargn 
banking industry. the benefits of which have begun to be 
feli by large numbers of bank customers. First, as to 
service, most of the new banks have emphasized better 
service, from counter arrangement and business office 
decoration to internal operating procedures. with all 
emphasizing the supremacy of the customer Their atten. 
dants are certainly more trendly and capable than the 
former bank employees who held secure jobs in public 
institutions Second, most of the new hanks have empha- 
sized service to small. and medium-sized enterprises and 
ordinary consumers. as well as practicing active and 
enterprising credit policies: which have undoubtedly 
brought them many loan applicants who public hanks 
had declined to serve In addition. the price war that the 
new hanks launched when they first opened. gave many 
ordinary savings customers more freedom of choice 
besides higher interest rates Even from the perspective 
of bank employees the establishment of the new banks 
provided new space for many ambitious bank emplovecs 
who did not wish to be subject to burcaucratically run 
institutions This new personne! mobility «trmulated the 
whole banking world to pay more attention to cultivating 
talent and rationalizing Management systems 


However, the inmmovative style of these new banks has 
also brought fresh challenges and problems 


First, the new banks are too somilar in nature and ther 
distinguishing features arc not yet clear Most of the new 
banks have brand new and well-lit places of business and 
polite and considerate attendants. emphasize service to 
small and mid-size enterprises and the public are 
roughly made up of certain financial groups. and have 
key managers who were assembled of lured away from 
public bank reserves. But cacept for these common 
features. 111s ceriainly not very clear what distinguishing 
features or differences they have 


With such a makeup and operating focus. sia months of 
operation has broughi certain short-term phenomena to 
the new banks Some of the loans they have made were 
arranged in their planning and establishment stage. or 
were lured away from cxrsting banks In addition. the 
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few banks had sharply increased credit surpluses when 
they first opened because of the eacitoment surrounding 
thew opening. And it was the same with thew sav 

business, 6 that almost all of them had nominally 
increased —— a ai least at first, due to face-naving 
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Bul time was bound to bring out the truth about these 
false appearances Afier a few months sprint. the loans of 
these new banks have already decreased to about $100 
billion NT In addition, the financial authorities restric. 
trons on their capital credit have forced the new banks to 
find other ways to attract savings. in order to make 
business breakthroughs Moreover, each new bank is 
allowed to open only seven branches Sp SSS ee 
of operation, while the three provincial commercial 
banks cach have at least | 90 branches [1 will certainly be 
4 great challenge for the new banks to find ways to 
increase future savings so that they will have plenty of 
loanable funds 


The business competition brought by the entry of these 
new banks into the market has also generally decreased 
banking profits This can be seen most conspicuously in 
that the spread between savings and loan interest rates 
has dropped from its high of 5 percent in 1988 to 2-2 5 
percent al present 


This ae change in the banking climate in the last sn 
has quietly brought the age of competition to the 
soaking profession It can be that the new 


banks will certainly bring all of their skill into play to 
compete wholeheartedly for customers among the 
common people. while the casting public banks will try 
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to hang onto thew advantage by sparing fo effort to 
—- their market share The new age will have to 

ve anew order The key role of the financial author 
tres 1h this Hew order be to ensure a climate of fair 
banking competition, by setting appropriate formes for 
possibly unscrupulous competition. in order to prevent 
its future proliferation 


We have gladly waiched certain intended of inadvertent 
actions by the financial authorities in this area Al a 
meeting with officials of the 15 new banks on 29 April 
1992, Samuel Shieh, governor of the Central Bank of 
China, proclaimed that “banking is a fine profession” 
that diligently serves as a model of ethics Moreover, the 
financial audit of WO) Taiwan banks. which was begun in 
March by the financial authorities, has been completed 
Its findings on issues, such as the onentation of loan 
funds and the flow of funds between banks and related 
enterprises, are of particular interest to all parties As 
was laid owt in a CHING-CHI JIM-PAO editonal on 
April 1992. these findings should be made public. vo that 
they can serve as an important reference for future 
monetary policy 


We would like to specially call to the attention of the 
officers of the new banks that, as banking is an ongoing 
business of vital and lasting importance, where good 
faith is the very lifeblood. they must absolutely not 
blacken the name of such a public institution out of 
shortsighted private interest: Taking active steps to gain 
public trust and confidence th honest operations. 
not only will help these new banks to win more quickly 
from the financial authorities the mght to expand their 
operations, but will also be a basic strategy for their 
expansion and survival in the age of bank competition 
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Government Asks for News of 
' Paper ‘Orphan 


HK 1708042492 Hong Kong SOUTH CHINA SUNDAY 
MORNING POST in English 17 May 9 pi 


[By Peter Woolrich and Geoflrey ( rothall| 


[Teat] The Chinese Government has requesied details of 
a SUNDAY MORNING POST investigation into an 
orphans-for sale racket across the border 


— Kong based bus businessmen arc charging childless 
up to U.S.$15,000 ($117,000) in “arrangement” 


fees to act as middlemen 


Some babies are taken directly from thei parents and 
documents are then falsified claiming they are genuine 


orphans 


Chinese law states that an orphan is a child whose 
ts are dead or unknown. and forbids infants with 
parents from being taken out of the country 


Conditions in many of China's orphanages are appalling 
and many children die because of a lack of care and 
attention 


The Standing Committee of the National People's Con- 
gress introduced legislation on December 29 last year 
making the orphan trade illegal 


But SUNDAY MORNING POST reporters posing as a 
childless marned couple were offered a four-month-old 
baby girl called Me: Mei. whose parents are both alive. 
by Hong Kong-based businessman Mr Frank Liu 


He told us he was able to “take care” of the necessary 
documentation because he had an “arrangement” with 
the director of an orphanage in the coastal town of 
Fuzhou 


Mr Liu. who boasted of being a millionaire business 
contact of Chinese patnarch Mr Deng Xiaoping’s son. 
also claimed he took senior Communist Party officials 
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and the provincial commissioner of the Public Security 
7 on all-eapenses-paid trips to Disneyland in the 
is 


“H's all public relations and means | can do what | 
want,” he said 


The Ministry of Justice in Beying, the agency a 
for foreign tions, has asked the SUNDAY 


MORNING POST for our dower of information on the 
mandal 


China appears to be doing iis best to control the baby 
trade, but with so many corrupt officials working in its 
ministries and offices. it 1s almost an impossible task 


The Ministry of Justice confirmed ut was aware of 
middlemen making a profit out of selling orphans in 
southern China, but said it was not aware of Mr Liu's 
activities 


Spokeswoman Ms Liu Nanzheng said © This 1s certainly 
not a good phenomenon The law prohibits people 
making money by acting as middlemen for adoptions 


“If such cases are uncovered. they will be investigated 
and the perpetrators will be punished accordingly 


“We would very much like to have your information so 
that we can investigate this | 


Ms Liu said that until the new law became fully effective, 
prospective parents had to formally apply directly to the 
ministry in Beying 


The director of the Fuzhou orphanage. Mr Zhang Ting, 
said he was not responsible for what the middlemen did. 


“Anything we do absolutely abides by the laws of our 
country,” he claimed 


“We'd like to advise people not to deal with those 
middiemen or else they'll be hcated 


“They should come to us directly if they want to adopt 
an orphan We don't charge them anything apart from 
some smal! administrative fees 
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